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BOMBAY PROVINCIAL BANKING ENQUIRY 

COMMITTEE 


REPORT 


CHAPTER I. 

Introductory. 

1. In a press communique issued on the 12th June 1929 it was 
Appointment announced that the Government of India had, after 
consulting the Local Governments, decided to set 
up a Central Committee and ten Provincial Committees to investigate 
the existing conditions of banking in India and to consider what steps, 
if any, were feasible and desirable under the following main headings:—■ 
“ (a) The regulation of banking with a view to protecting the 
interests of the public ; 

(b) The development of banking in the sense of expansion of both 
indigenous and joint stock banking, with special reference to the needs 
of agriculture, commerce and industry ; 

(e) Banking education with a view to the provision of Indian 
personnel in adequate numbers and with the necessary qualifications 
to meet the increasing needs of the country fora sound and well- 
managed national system of banking.” 

It was further announced on the 13th July 1929 that the personnel of 
the Bombay Provincial Banking Enquiry Committee would be as 
follows :— 

(1) Mr. J. A. Madan, C.I.E., I.C.S., Chairman. 

(2) Mr. V. L. Mehta, B.A., Co-operative Expert. 

(3) Prof. V. G. Kale, M. A., Indian Economist. 

(4) Mr. Jamshed N. R. Mehta of Karachi, representative 
of Commerce. 

(5) Mr. G. Sugdury of Messrs. Ralli Bros., representative of 
Commerce. 

(6) Mr. Hirachand Vanechand Desai, representative of Indigenous 
Bankers, 

(7) Mr. B. S. Karnat, representative of Agricultural Interests. 

(8) Mr. P. R. Chibodi, B.A., M.L.C., representative of Urban 
Interests. 

Mr. R. P. Masani, M.A., Secretary. 

Mr. G. Sugdury having, however, resigned as he intended to go 
out of India, Mr. L. D. L. Buckley of Messrs. E, D. Sassoon & Co. 
was nominated in his place. 

MO T 6~ 1 
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2. With a view to defining clearly the scope and functions of the 
„ „ Central and Provincial Committees, it was pro- 

posed that the question oi regulation of banking, 
banking education and development of banking on sound lines should 
be excluded from the purview of the Provincial Committees, the 
principal matters for enquiry by the latter being (1) agricultural credit 
(including co-operative credit and credit facilities for small industries), 
(2) mortgage banks, (3) financing of internal trade and (4) investment 
habit and attraction of capital. 

In order that the enquiry of the Provincial Committees might be 
conducted on uniform lines the Central Committee subsequently drew 
up a standard questionnaire for issue by all the Provincial Committees. 
It was understood, however, that the Provincial. Committees would be 
free to add to the standard questionnaire with a view to investigat¬ 
ing any special provincial features not covered by it. 

A copy of the standard questionnaire was accordingly sent to 
this Committee with the letter trom the Government of India., Finance 
Department, No. F-2 (7)-F/29, with the following observations of 
the Central Committee :— 

“ The Provincial Committees should make intensive surveys ol one 
or two selected districts in each province and a general survey of the 
conditions in the province as a whole, in regard to agriculture 
and other small industries allied or supplemental to agriculture, with 
special reference to the fabric of finance. The Central Committee 
attach the greatest importance to the collection of facts and figures as 
accurate as possible. In cases where precise information is not 
available, there is no objection to information on broad and general 
lines being furnished.” 

“ The Royal Commission on Agriculture recommended in 
paragraph 365 of their report that in every province an enquiry 
should be made into the causes of the failure of the Usurious Loans 
Act and that adequate steps should be taken to ensure its application 
in future. The Central Committee desire that in provinces where 
separate enquiries have not already been set on foot in pursuance of 
this recommendation, the Local Government should consider the 
question of entrusting the enquiry to the Provincial Banking Enquiry 
Committee.” 

As no enquiry of the kind referred to in the foregoing paragraph had 
been instituted in this Province, that work was also entrusted to this 
Committee. 

The subjects for enquiry thus assigned to the Committee were 
embodied in three main heads as under :— 

1. Agricultural credit and credit facilities for small industries. 

2. Indigenous banking. 

3. Investment habit and attraction of capital. 

The scope of the enquiry was subsequently enlarged by the issue of a 
supplementary questionnaire concerning the part, played by the 
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different classes of banks and bankers and importing and expor tin g 
firms in the financing of the import and export trade during the move¬ 
ment of the goods within the country. A copy of the principal 
questionnaire together with that of the supplementary questionnaire is 
printed as Appendix 1 to this report. 

3. We assembled in Bombay on the 8th August 1929. At the first 
Proobdtm. meeting we drew up our questionnaire based on the 
standard questionnaire. The additions made by 
us to the questionnaire are shown in italics in Appendix I. 

The questionnaire was translated into the principal vernaculars of the 
Province, viz., Marathi, Gujarati, Kanarese, Sindhi and Hindi, and 
copies were sent to all persons who were likely to give evidence or useful 
information to the Committee. Collectors of different districts and 
other officers were supplied with a large number of copies for local 
distribution and a copy was sent to every one who asked for it. The 
questionnaire was also widely published in the press. 

In all 4,310 copies of the questionnaire were distributed, 2,100 in 
English, 800 in Marathi, 540 in Gujarati, 550 in Kanarese, 200 in Sindhi 
and 120 in Hindi. We received -475 replies. Of those who 
replied to the questionnaire, 223 gave oral evidence before us. In 
addition to these, 42 other witnesses gave evidence before the sub¬ 
committees of the Committee. A list of witnesses examined is 
appended to the Report (vide Appendix II). 

These witnesses may be classified as under 


— 

1 

1 

Examined Examined 
by by Sub- 

Committee Committee 

Total 

Government Officials 

37 

8 

45 

Commercial bodies 

20 

1 

21 

Bankers and Money-lenders 

33 

1 4 

37 

Co-operative Organisations 

63 

6 

74 

Other Individuals 

66 

23 

88 


223 

42 

265 


We desire to express our thanks to those who sent written statements 
m reply to our questionnaire and those who gave oral evidence 
before us for their courtesy and the trouble taken by them to assist us 
in our inquiry. 

As we were asked to conduct intensive surveys of one or two selected 
districts in the Province, we arranged to have an intensive survey of 
the economic conditions carried out in (1) Broach and (2) Dharwar 
through two investigators appointed for the purpose. In connection 
with the inquiries in Broach, a committee consisting of Dewan Bahadur 
A. U. Malji, Divisional Honorary Organiser, Co-operative Societies, as 

MO Y 5—lo 
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Chairman, Mr. B. S. Patel, Deputy Director of Agriculture, Mr. S. 
G. Almoula, Assistant Registrar, Co-operative Societies, and Principal 
D, R. Gadgil, was appointed to assist the Investigator in his work. 
Similarly, in Dharwar, a committee consisting of Mr. C. B. Huli, B.A., 
Assistant Registrar, Co-operative Societies, Mr. S. S. Salimath, Deputy 
Director of Agriculture, and Professor S. G. Beri, Professor of Economics, 
Karnatak College, was appointed. We also arranged to have an inten¬ 
sive survey carried out in Sind by a staff working for the purpose under 
the direction of Khan Bahadur Aziinkhan Inayatalikhan, Deputy 
Registrar, Co-operative Societies. The reports and returns embodying 
the details of these intensive surveys, together with an introductory 
note, are separately forwarded with this report. These reports contain 
valuable information on the general economic condition of the different 
districts which, if edited and published, would be of much use both to 
Government and the public. Investigations were also made into the 
goldthread and other industries of Surat and into the question of 
indebtedness in certain villages in Gujerat. and Khandesh by the Provincial 
Co-operative Institute, Bombay, under the guidance of Professor H. L. 
Kaji. To all these gentlemen the sincere thanks of the Committee are 
due for the trouble they kindly took to make these inquiries. 

After examining at Bombay as many witnesses as could conveniently 
appear before us we proceeded to Poona to hear further evidence and 
held sittings successively at Sholapur, Dhnlia, Shirpur, Nandurbar, 
Surat, Broach, Ahmedabad, Karachi, Hyderabad, Sukkur, Shikarpur, 
Larkana, Dharwar and Belgaum. Sub-Committees of our Committee 
also visited Bijapur, Karad, Islampur, Ratnagiri, Kalyan and 
Bhiwandi, We took the opportunity, during our tour, of visiting 
several villages, indigenous bankers and banking institutions and 
industrial concerns and informally discussed with the representatives of 
various interests concerned questions having a bearing on the finance of 
agriculture, trade and industries. While our Sub-Committee was in 
Bijapur, a small committee was set up under the Chairmanship of the 
late Mr. V. H. Naik, Collector, to collect information by means of local 
detailed inquiries. The committee sent us a useful report for which 
our thanks are due to them. 

After collecting the material placed before the Committee by the 
witnesses and other persons informally examined by us, we re-assembled 
in Bombay on the 3rd March 1930 foT preliminary discussions which 
lasted till 8th March and then proceeded to Matheran on the 26th 
March to write the report. Our draft report was completed on the 13th 
April, and was finally considered and adopted in Bombay on the 7th 
May. A copy of our itinerary is printed as Appendix III to this 
Report. 

4. We have tried to carry out the enquiry according to scheduled 
_ time, hut we should like to point out that for a 

aih irrcctxTiEs. t j 10:r0U gj 1 aiK t comprehensive investigation into 

the various questions concerning the economic condition and financial 
and banking problems of so large a province, which differs from district 



to district in physical characteristics and the population of which 
shows such marked diversity of habits, traditions and customs, the 
period of eight, months allotted to us could hardly be considered 
sufficient. Our main difficulty has been the paucity of material 
concerning rural economic conditions in the Province. Very few 
economic inquiries have been held in this Province in the past and our 
experience of the intensive inquiries made by us shows that to carry 
out such investigations is a matter both of time and money. We had 
to rely chiefly on the information collected by ourselves through out 
staff, but. we have also drawn upon other sources, official and 
non-official. We have much pleasure in acknowledging the willing and 
valuable assistance which both officials and non-officials gave us in our 
inquiry. Many of them undertook to collect information at short notice. 
We desire to take this opportunity of thanking all the persons who 
helped us in this way. They are too numerous to he mentioned by 
name, but it is certain that without their help we couldnothave gathered 
all the information that we have been able to collect. In our own 
inquiries we were faced with the difficulty of eliciting full information 
from shroffs, the Imperial Bank of India and joint stock hanks owing to 
their unwillingness and from the agriculturists owing to their ignorance. 
In our attempts to obtain statistics from the hanks concerning banking 
resources we had to contend with their reluctance to divulge, what they 
considered to be confidential matters. Not unnaturally, the indigenous 
bankers were the least communicative concerning their resources and 
the extent of their advances. 

We have referred above to the need for the collection of accurate and 
reliable material regarding economic conditions in this Province. 
Some intensive inquiries have been made by officials and non-officials, 
but they are too few to allow any general conclusions to be based on 
them. A considerable amount of information is available in Government 
records, but this has not been collated. The necessity of making an 
organised attempt for the collection, collation and interpretation of 
economic data is so obvious that it is unnecessary for us to elaborate the 
point further. While on this subject, we would, however, repeat the 
recommendation already made by the Royal Commission on Agriculture 
for setting up, as early as possible, a Board of Economic Inquiry for such 
work. If such a Board, properly constituted and equipped, works 
regularly and systematically for a lew years, we are confident it would 
be able to collect a considerable amount of information, which would be 
useful not only to the social reformer but also to Government. 
We suggest that the initiative, in the organisation of such a Board should 
be taken by Government in consultation with the University of Bombay 
and other important public bodies interested in the work. A substan¬ 
tial part of the cost of such inquiries will have to be borne by Govern¬ 
ment, at least, in the initial stages, but considering how useful the work 
is likely to he, not only for promoting t.he economic development of the 
Province, but also in determining questions of Government policy, such 
expenditure, in our opinion, should not be grudged. 
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Before we proceed with the consideration of the questions referred 
to us, we should, at the outset, like to express our opinion that no 
improvement in the existing credit system and banking facilities iB likely 
to be effective unless it is accompanied by measures for raising the 
standard of living and economic condition of the mass o£ the population 
and for building up its productive strength. It is beyond our terms of 
reference to make specific suggestions in the matter, but we consider it 
essential to point out that progress of banking will depend on the spread 
of education and the promotion of agricultural improvement and 
the encouragement of industrial effort. Economic progress and 
development of banking being inter-dependent, banking cannot make 
any advance in a community sunk in poverty, ignorance and 
helplessness. Credit will merely supply grease, to the economic 
machine and it is essential that all possible measures should be taken to 
ensure the efficient working of the entire mechanism. 
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CHAPTER II 

I. General Features op the Province. 

5. A general acquaintance with its physical features and economic 
conditions is necessary for a clear understanding of the present 
position and possibilities of banking in this Province. The Province of 
Bombay stretches from latitude 13° 53' to 28° 29' 
Natural Divisions. , md from i ong i tuc ie 66° 40' to 76° 32'. It 

has an area of 123,541 square miles, a little more than one-tenth 
of the total area of British India. It is not a compact territory. 
The Province falls into five regions, each possessing more ot less 
general uniformity in its natural conditions and homogeneity of 
population. These five well-marked regions are (i) Sind, (it) Gujerat, 
(Hi) Maharashtra, (iv) the Kamatak and (t>) the Konkan. 

Of these, Sind is the most northerly region, with distinctive physical 
features and climate. Dominated largely by the river Indus, of which 
it forms the lower plain, with a scanty population and very arid condi¬ 
tions, it resembles Egypt in some respects. The Sindhis have their own 
peculiar characteristics with regard to social and economic life. The 
influence of distinct geographical features is evident in almost all 
matters of economic importance, and Sind has to be treated as a sub¬ 
province rather than one of the many smaller divisions of a larger unit. 
Gujerat consists of the coastal plain between the tableland to the 
south of the Malwa plain and the shores of the Arabian Sea. It is 
generously served by convenient trade routes which bring it into easy 
contact with regions lying to the north and the east. Gujerat also 
enjoys some other peculiar advantages. The soil is remarkably fertile, 
particularly in lower Gujerat, where the fertility and extreme suitability 
of the trap soil for cotton has largely determined the lines of agricul¬ 
tural and economic development. The rainfall is assured and makes 
the region generally immune from famine. Gujerat is thickly 
populated and the people have a peculiar aptitude for commerce. The 
Maharashtra is a narrow tract on the top of the plateau, stretching 
from the Satpuras in the north to the Krishna in the south, which divides 
it from the Kamatak. The Sahyadri mountains, commonly known as 
the Western Ghats, form its western boundary and to the east lies the 
Nizam’s territory and Berar. It is a hilly region, the source of the great 
southern rivers, the Godavari, the Bhima and the Krishna. Rainfall in 
the eastern part of Maharashtra is uncertain, and the tract is often liable 
to famine. The crops are in consequence poor, except in lands lying 
along the valleys of its rivers. Khandesh can well be regarded, in many 
respects, as a sub-region of Maharashtra or as a sort, of a transi¬ 
tion zone between the Maharashtra and Gujerat. The Kamatak is 
the southernmost portion of the Bombay Presidency, with a fine fertile 
soil suitable for the growth of high grade cotton. Influences of Dravi- 
dian culture predominate in this region, which is in a sense a transition 
zone between the Deccan plateau and the plains of the South. 
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The opening in the hills leading to Goa establishes contact with the 
coast. The Konkan represents an entirely peculiar region, in this 
that unlike Gujerat where the coastal tract has established contact with 
the interior, it is shut out from the mainland by the high and 
precipitous wall of the Saliyadri mountains. It is essentially a narrow 
coastal plain about forty to fifty miles wide, sandwiched between the 
Western Ghats and the Arabian Sea. Communications in this region 
are extremely difficult, and in the rainy season, until the recent develop¬ 
ment of motor traffic, it used to be practically isolated. The rivers, 
useful neither for navigation nor for 'irrigation, serve, however, an 
important function as the potential sources of hydro-electric power. 
Rainfall is very heavy, and rice cultivation and fishing are the chief 
occupations of the region. The population is dense but its pressure 
on the soil is relieved by a large number of young people going over 
to Bombay to be employed there as factory operatives. The Konkan 
has thus become an important recruiting ground for labour required for 
the trade and industry of Bombay. Bombay, the capital of the Province 
and the principal sea-port of Western India, is the great commercial 
emporium of the East, as, in addition to its magnificent natural harbour 
improved by its extensive dockyards, it is connected by rail with the 
principal centres of inland trade and industry. It is the principal seat 
of the cotton textile industry and the greatest industrial and banking 
centre of the Province. Unlike other cities in the Province, Bombay is 
essentially a cosmopolitan centre and claims as citizens people hailing 
from all parts of India. During recent years, the city has had an 
extensive suburban development and claims an efficient system of 
electrically-run suburban railways. 

6. According to the censusof 1921, the total population of the Province 
was 193 lakhs. This population is distributed 
Population. unevenly throughout the different regions, being 
highest in Gnjcrat and the Konkan and lowest in Sind. The urban 
population was 44 lakhs or 22 ■ 7 per cent, of the total population. Though 
cities having a population of n lakh and more are very few, there being 
only six of them, viz,, Bombay, Alimedabad, Poona, Karachi, Sholapur 
and Surat, there are 158 towns with a population of 5,000 to 1,00,000, 
while the villages number 26,528. Bombay, the great western metro¬ 
polis and industrial and commerioal centre, has a population of 11,75,914 
being a little over one-fourth of the total urban population in the 
Province. 


7. The great bulk of the population, 77’3 per cent, is rural, and 
occupational statistics of the census reveal that 
Occupations. j crore and 22 lakhs or 63'6 per cent, of the 
total population was directly maintained by agriculture alone, which 
thus stands out clearly as the most important of the occupations of the 
people in this Province as in the rest of India. Next to agriculture, 
industry claims the largest number, 12• 2 per cent., with trade following 
with 7 ’5 percent., while transport has only 2‘2 per cent. Of those 
engaged in trade, 26,303 were returned as bank managers, money-lenders. 
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exchange and insurance agents, money-changers, brokers and their 
employees; those engaged in marketing operations as brokers, com¬ 
mission agents, commericaJ travellers, warehouse owners, and their 
employees numbered 24,384. 


Literacy. 


8. As regards literacy, only 140 out of 1,000 were returned as literate 
males, and 25 out of 1,000 were returned as literate 
females. These figures are, however, an average for 
the whole Province, there being considerable variations from the average 
in the different regions. The figures for literacy for every 1,000 persons 
were 136 for Gujerat, 75 for the Kamatak, 63 for Maharashtra, 
62 for the Konkan and 55 for Sind. Bombay city shows much higher 
literacy, 241 per mille. Literacy also varies among the different 
communities. The Zoroastrians lead with 732 per mille, the proportion 
being both the cause and effect of their general progress ; the Christians 
follow with 350, the European element among these helping considerably 
to raise the proportion ; the Jains come next with 311, a proportion 
which is a testimony to their general affluence. The Hindus have only 
81 per mille and the Mahomeclans 54. Just as there are considerable 
variations between regions and between communities, there are varia¬ 
tions also between urban and rural areas, there being naturally a much 
higher proportion of literates in towns than in villages. This difference 
is reflected in the much greater development in business habits in towns 
than in villages. 


9. 


Agriculture .—The economic condition of the Province can best be 
surveyed by an examination of its agriculture, in¬ 
dustries, trade and transport. The success of the 


(i) Genekal. 


agricultural industry depends upon several factors, the chief of which 
are the nature of the. soil, the amount and distribution of rainfall, the 
kind of the crop grown, the size of the holding, the efficiency of the 
cultivator and the adequacy or otherwise of the resources at his disposal. 
Of these some evidently are natural factors and some human. It must 
he noted,however, that in very many cases, unfavourable natural factors 
can be offset by organised and determined endeavour. A careful system 
of rotation of crops and a judicious use of manure would greatly minimise 
the effects of bad soil; dry farming and irrigation would be very 
serviceable in tracts affected by scanty or badly distributed rainfall. It 
is largely the human factor, directed and guided by the forces of 
association and by the State, that is very largely the determining 
element in the success or otherwise of the agricultural industry. No 
doubt whore nature assists man and State assistance and guidance are 
forthcoming in a material degree, the progress is rapid and striking ; 
where the co-operation of nature, the State and the individual cultivator 
is not prominent, the progress will be halting and slow. 


10. The greater part of the Presidency proper consists of 
g oirs the Deccan trap, from which is derived a highly 

n ’- 0ILS - fertile soil, the well-known black cotton soil, 

with a remarkable capacity for retaining moisture and extremely 
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suitable for the growth of cotton. Sind, however, has almost wholly 
alluvial soil, of very great fertility^ capable of yielding rich crops where 
a good supply of water is available. What Sind wants most is thus 
irrigation, and with the mighty Indus running right across it from 
north to south, the problem, comparatively speaking, is easy enough. 
Numerous inundation canals on both banks of the Indus irrigate fairly 
large tracts and with the completion of the Sukk u r Barrage, and 
its system of perennial canals, large areas will be brought under 
irrigation and the increased agricultural prosperity of Sind assured. 
Part of G-ujorat has alluvial soil often of great depth, while the black 
cotton soil is found extensively in the Broach and Surat districts. 
Khandesh soils along the Tapty valley also belong to the black cotton 
soil type, but farther away from the- valley approach the Deccan type. 
Maharashtra and the Karnatak have the same characteristically black 
soil, only the colour becomes lighter and the fertility less as the hills are 
approached. The bottom soils are clay loams of great natural fertility 
and form the greater part of the Dharwar and Belgaum districts. 
The coastal tracts of the Konkan have naturally a light alluvial 
soil, but the country is rugged and the soil is rich only in the valleys 
and in low lying places. From the point of view of natural 
fertility, therefore, the soils of Gujerat, Khandesh and the Karnatak are 
superior to those of the rest of the Province, so that even with lighter 
rainfall, these tracts grow richer crops and sometimes two crops 
in a year, which the Konkan, in spite of a much heavier rainfall, cannot 
do, because of the lightness of the alluvium. The soil conditions have 
led to the concentration of cotton cultivation in Gujerafc, Khandesh and 
the Karnatak; while the light red soils of Maharashtra near the hills 
can yield only millets. 

11. Water and manure are the two great needs of the Indian agri¬ 
culturist, and the importance of sufficient and 

itu, i....I well distributed rainfall cannot indeed be 

exaggerated. Insufficient and unseasonable rainfall spells distress. 
Agriculture in the Presidency proper, as in the rest of India, 
is largely, under the present conditions, a gamble in rain. The 
vagaries of the monsoon catch the agriculturist defenceless, and 
all the wisdom and efficiency of man avails him not against the 
natural calamity. The natural element does, thus, in a sense pre¬ 
dominate in agriculture, while in manufacturing industries it is largely 
the human element—efficiency, organisation, and steady demand-—that 
counts most. The spectre of famine always looms large on the horizon of 
the agriculturist, introduces in the agricultural industry a considerable 
element of risk, and creates peculiar difficulties in the organisation of 
agricultural credit in some regions. Irrigation and dry farming are 
the only two principal safeguards, the former implying heavy expenditure 
by the State and the latter implying a higher level of intelligence among 
the cultivating classes. 

The Presidency proper receives the bulk of its rainfall between June 
and October from the south-west monsoon, but some rain is also received 
in certain parts later in November and December, The south-west 



11 


monsoon weakens in October andtlio months of November and December 
represent the retreat of the south-west current and the ultimate estab¬ 
lishment of the north-east monsoon. It is the Arabian Sea branch of the 
south-west monsoon and, to some extent, the north-east monsoon which 
count in the meteorology of the Presidency proper. While passing 
over the Konkan plains in a north-easterly direction, the south-west 
monsoon is obstructed by the steep wall of the Western Ghats, and the 
Konkan in consequence receives heavy rainfall. The winds ascend 
up the ghats, cross over to the tableland and descending pass on further 
north-eastwards. The Maharashtra thus remains in the rain shadow and 
gets scanty and irregular rainfall. Further up, the currents in Gujerat 
do not meet with the obstruction of any such mountain chain, and pass 
on through the Baroda-Ahmeclabad gap to the Malwa plateau to mingle 
with the Bay of Bengal branch coming up the valley of the Ganges. 
Gujerat, therefore, does not receive heavy rainfall, but at the same 
time there is not the. danger of serious drought. Sind remains outside 
the path of the rain-bearing currents and remains practically rainless. 
The normal rainfall in the Konkan is 108*5 inches, in Gujerat 32‘4 
inches, in the Deccan 30* 8 inches and in Bind 6*7 inches. 

Leaving out of account Sind, where it is not rainfall but the Indus 
with its canals that determines a good or a bad year, we find that out 
of a total area of 77,011 square miles in the Presidency proper, 24,498 
squaie miles, or 32 per cent., being chiefly districts in Gujerat and the 
Konkan, are practically immune from the dangers of a severe famine. 
The rest, viz., 68 per cent., is always faced witb this danger. The districts 
particularly exposed to the risk of recurrent famine are Ahmednagar, 
Sholapnr, Bijapur and the eastern portions of the districts of Poona 
and Satara. 

12. Irrigation is of very great importance to agriculture particularly 
in tracts with scanty or uncertain rainfall, which 

(Iv) Iertoation. are p a p[ c c 0 famine, as also in regions like Sind, 
where rainfall ^practically does not enter into the agriculturist’s calcula¬ 
tions. It is important also in other tracts where it enables higher yields 
to be obtained per acre. The three main types of irrigation works are 
lift, storage and river works, represented by weds, tanks and canals 
respectively. The total gross irrigated area in the Province in the year 
1928-29 was 44 lakhs of acres, out of which the double cropped area was 
3 lakhs. The net irrigated area was thus 41 lakh acres. The following 
figures show the distribution of this area according to the different 
classes of irrigation 

Area 

Source (in thousands of acres' 

(1) Government canals .. .. .. 32,35 

(2) Private canals .. .. .. 86 

(3) Wells .. .. . - 5,87 

(4) Tanks .. .. .. 1,21 

(5) Other sources .. .. .. 94 


Total 


41,23 
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Of these 41 lakh acres, 31 lakhs were in Sind alone, being almost 
wholly irrigated by Government canals. Of the remaining '10 lakhs, 
Maharashtra had 6‘5 lakhs, of which !V 9 lakhs were irrigated by wells, 
and 1*9 lakhs by Government canals. Tank irrigation is important in 
the Karnatak where it irrigates 94 thousand acres. The area irrigated 
by wells is 70 thousand, 65 thousand and 16 thousand acres in Gujerat, 
the Karnatak and the Konkan, respectively. The following table gives 
detailed figures relating to the net area and the crops raised in the 
irrigated tracts of the Province ;— 


Area irrigated (in thousands of aores) 



Crops 

Presidency 

1 proper 

Sind 

Total 

Rice 


3,08 

11,78 . 

13,76 

Wheat 


1,68 

2,80 1 

4,48 

Jowar 


2.12 

5,40 

7,52 

Bajri 


4G 

4,13 

4,58 

Sugar-cane 


01 

3 ; 

64 

Cotton 


.. | 34 

3.89 1 

4,23 

Miscellaneous 


4,22 

4,80 i 

. i 

9.11 



Total .. 11,40 

i 

32,92 1 

44,32 

Loss, cropped more than once 

W wftL; 1,40 

vjy i. 

1,69 

3,09 

Net crapped area 


10,00 

31,23 j 

41,23 


The problems of agricultural finance in the irrigated areas of the 
Presidency arc obviously different from those in other tracts. The 
crops grown in the former are richer, the yield is heavier and more 
finance is necessary. Care has, therefore, to be exercised in making 
advances to the cultivators inasmuch as fluctuating ^prices and the 
water-logging of the soil might seriously affect the repaying capacity of 
the borrower. 


13. The following table sets forth figures relating to the classification 


(v) Cultivation. 


of the land surface in the Province from the point 
of view of cultivation :— 


Description 


Areas 

(000’s) 

Percentage 

Net cropped area 


3,21,13 

40 

Current fallows 


1,08,17 

14 

Cultivable waste 


68,19 

9 

Forests 


92,40 

12 

TJucultivable 


1,99,10 

25 



7,88,99 

100 


It will be seen that more than 68 lakhs of acres are available for extension 
of cultivation. Of these, 59 lakhs or more than 87 per cent, are to be 
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found in Sind. It is a large part of this area which is sought to be 
brought under cultivation by the Sukkur Barrage scheme. The forest 
areas are mostly to be found in the coastal districts of Kanara and 
Thana as also in the hilly paTts of West Khandesh, Nasik, Satara and 
Poona. These account for more than 64 per cent, of the total forest 
area in the Presidency, the two districts of Kanara and West Khandesh 
alone having about 38 per cent. 

14. The organisation of the agricultural industry and its success are, 
affected considerably by the size of the agricultural 
(W) Holdisss. holdings. Large and compact holdings make 
profitable agriculture possible, whereas small and fragmented holdings 
render it uneconomic. The problem of the size of agricultural holdings 
and their fragmentation has attracted public attention during the past 
few years. The following figures regarding the average holding in the 
five regions of the Province will be interesting :— 



Average 

holding 

Average 

Region 

assessment 
per acre 


Acres 

B,s, a, p. 

Gujerat 

7-7 

2 14 1 

Deccan 

14-5 

1 0 6 

Karnatak 

15-3 

0 15 9 

Konkan 

gaiffl 7-95 

1 13 11 

Sind .. - 'pm 

nr 38 ' 7 

1 8 8 

The whole Province 

14-9 

1 4 10 


It will he seen that Sind has the largest average holding. This fact 
can be explained by a combination of circumstances—historical, natural 
■ and economic. It is also obvious from the figures that in the Presidency 
proper the tracts with fertile soil or with sufficient and assured rainfall 
have a small average holding and heavier assessment per acre while the 
drier tracts liable to famine have a larger size of holding but a lower 
assessment per acre. The following table gives detailed figures and 
percentages which bring out the exact state of affairs in this connection 
more clearly:— 


Details of holdings 

No. of 
holders 

Area held, 
acre & 

Percentage 
of groups 
of holding 
to total 
holdings 

Percentage 
of area 
held by 
different 
groups to 
total urea 

For Frenidencu -proper 





UptoSacres 

10,13,465 

23,62,484. 

47*4 

8‘84 

Over 5 and up to 15 aoree 

6,24,270 

55,05,138 

29 2 

20* 90 

Over 15 and up to 25 acrea 

2,43,790 

48.47,182 

11‘6 

18' 15 

Over 25 and up to 100 acres 

2,30,063 

95,40,119 

10’8 

35‘73 

Over 100 and up to 500 acres 

20,870 

34,27,980 

0*96 

12‘82 

Over 500 acres *. .. ...» 

018 

9,43,547 

_ 

0’04 

3’5 

Total 

21,38,882 

2,67,16,450 

100'0 

100-0 
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Details of holdings 

" 

No. of 
holders 

Area held, 
a ores 

Percentage 
of groups 
of holding 
to total 
holdings 

Percentage 
of area 
held by 
different 
groups to 
total area 

for Sind 





Up to 5 acres 

68,810 

2/33,236 

Sl'O 

2*7 

Over 5 and lip to L5 acres 

65,753 

6,07,172 

SO* 07 

T 2 

Over 15 and up to 25 acres 

23,206 

5,53,753 

12*0 

6*0 

Over 25 and up to 100 acres .. 

42,015 

20,19,578 

10*2 

23* y 

Over 100 and up to 500 acres 

11,590 

23,10,666 

5* 3 

27‘ 2 

Over 500 acres 

2,251 

27,39,042 

r 03 

32*4 

Total 

2,18,640 

84,66,447 

100*0 

100*0 


JL. 


In the Presidency propeT 77 per cent, of the holdings are 15 acres and 
below in size and cover only 30 per cent, of the total occupied area, with 
an average of less than 5 acres per holding. In Sind, however, 62 
per cent, of holdings are of this size and cover an area of 10 per cent, 
with an average of over 6 acres per holding. On the other hand, big 
holdings of over 100 acres form 1 per cent. _ of the total in the 
Presidency proper with 16 per cent, of the total area, while 5 per 
cent, of the holdings in Sind belong to this group with 60 per cent, of 
the total occupied area. The details regarding districts are set forth 
in Appendix IV. From the point of view of agricultural finance, 
the existence of small holdings is a very serious matter indeed. Taken by 
themselves the holdings are often uneconomic, and cannot yield to the 
cultivator and his family enough subsistence, to say nothing of comfort. 
This fact has an important bearing on the problem of agricultural credit 
which we discuss in. Chapter V. The difficulty is practically overcome in 
some areas by the fact that the small uneconomic holding is combined 
for purposes of cultivation with other lands taken on lease. The Supcrin 
tendent of Census Operations, Bombay, in his report of 1921, points out 
that many cultivators have about 50 per cent, of owned land and 50 per 
cent, of rented land. This is also borne out by the facts obtained by 
our investigators in the course of their intensive inquiries. We find 
from their report that the unit of cultivation is almost always larger 
than the owned unit when that happens to be very small. The gravity 
of the situation is thus alleviated to a certain extent. 

15. The nature of the crop grown on the soil is also an 
^ important consideration in the finance of agri- 

mi ' ’ ’ culture. The higher valne of the commercial crops, 

the larger amounts needed for their financing and the complexities of 
their marketing, differentiate districts where these crops are grown 
from those which chiefly raise food crops. It is necessary, therefore, 
to understand the position occupied by the important crops in the 
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Province in its agricultural economy. The following table presents the 
figures in that connection :— 


Percentage of the area- occupied- by various crops to the total 
gross cropped area-. 


Crops 

1924-25 

1925-26 

1926-27 

1927-28 

1928-29 

Rice 

!) 

10 

9 

9 

9 

Wheat 

6 

O 

6 

6 

6 

Jowar 

28 

20 

24 

23 

23 

Bajri 

12 

14 

17 

37 

15 

Others 

13 

13 

16 

15 

15 

Total cereals rnd pulses 

68 

68 

72 

70 

68 

Sugar-cane .. . .. 

O'2 

0-2 

0-2 

0-2 

0-2 

Other food crops .. 

1-8 

0-8 

0'8 

0-8 

0-8 

Total food crops 

70 

69 

73 

71 

69 

Cotton 

16 

» 

1* 

15 

16 

Oilseeds 

4 

i 4 

4 

5 

S 

Others 

10 

; 10 

9 

9 

10 

Total mm-ioud crops . 

30 

| 

31 

27 

29 

31 

Grand Total .. 

100 

100 

100 

100 

100 


The food crops are together more important than the non-food crops 
in the Province as a whole, though as we shall presently show, 
the percentages in certain districts reveal a different story. Of the food- 
crops too, the millets, jowar particularly, are more important than rice 
and wheat. Of the non-food crops, the- most important crop is cotton. 
The area under jm-ar is 78 lakh acres, of which 43 are in the 
Maharashtra and 23 in the Karnatak, the chief jowar districts 
being Sholapur, Bijapur, Ahmednagar ami Poona. Bajri occupies 
50 lakh acres, 33 lakhs being in Maharashtra and 10 in Sind. The chief 
bajri districts arc Ahmednagar, Nasik, Thar Parkar and Poona, Rice 
covers 31 lakli acres, 11 lakhs in the Konkan and 12 lakhs in Sind, the 
chief rice growing districts being Larkana, Hyderabad, Karachi, Thana, 
Kolaba and Ratnagiri. Cotton occupies 52 lakh acres, of which 
18 are in Maharashtra (largely in Khandesh), 18 in the Karnatak, and 
10 in Gujerat, the chief districts being, in order of importance, East 
Khandesh, Hharwar, Bijapur, West Khandesh, Ahmedabad, Broach, 
Belgaum and Ahmednagar. Oilseeds cover an area of 19 lakh acres, 
Maharashtra claiming more than 56 per cent, of the total. Groundnut 
is the most important of the seed crops, and occupies 10 lakh acres of 
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which 7 6 lakhs and 1 ’6 lakhs arc in Maharashtra and the Karnatak, 
respectively. The chief districts for groundnuts are East Khandesh, 
Satara, Sholapur, Belgaum, Dharwar and the Panch Mahals. The 
sugarcane crop occupies G5 thousand acres, Alimednagar, Poona, 
Belgaum and Satara claiming 14, 11, 11 and 8 thousand acres, 
respectively. 

The following districts are important as growing commercial crops 
and as such need particular attention in considering the problems 
of agricultural finance: East Khandesh, Dharwar, Bijapur, West 
Khandesh, Ahmedabad, Belgaum, Alimednagar, Broach and Poona. 

16. In the absence of adequate statistical data, it is impossible to 
arrive at an accurate value of agricultural produce. 

(viii) Vaive of in this Province. There are difficulties about prices 
DTTCE° nLTtTRAL PE0 " and outturn, and even the classification of crops 
is not conducive towards an accurate valuation. 
Thus, for instance, in Table III of the provincial “ Season and Crop 
Report,” one. of the column headings is “ other food grains including 
pulses,” and the area under this obscure heading is 3 1 3 million acres or 
almost 10 per cent, of the gross cropped area. In the absence of further 
details, it is impossible to arrive at an accurate valuation of the produce 
of this area. The same remarks apply to the small though important 
area under “ Fruits and Vegetables.” 

As regards difficulties about outturn, the provincial “ Season and 
Crop Report ” does not give figures of outturn even for all the crops for 
which figures of area are available. Thus Table V-A of this report 
gives statistics of outturn only for cereals and pulses, the important 
crops consequently omitted being cotton, sugar-cane and oilseeds. 
The annual publication of the Government of India on “ Estimates of 
Area and Yield of Principal Crops in India ” gives figures of outturn for 
these crops, but the figures are aggregate lor Bombay Presidency 
including the Indian States, and cannot, therefore, be used directly. 
The publication, however, contains figures of average yield per acre, and 
we have arrived at the outturn of cotton, sugar-cane and oilseeds 
by mutliplying the area under the crop by the average yield. There 
are also certain minor crops such as drugs, narcotics, dyes, condiments 
and spices, for which no correct estimates can he framed. A similar 
difficulty is also met with in the case of the fodder crops which 
occupy nearly 7 per cent, of the gross cropped area. 

In addition to these difficulties there is the difficulty about prices. 
There are two sets of prices available: (1) the prices given in the “ Index 
Numbers of Indian Prices, ” which is a publication of the Govern¬ 
ment of India, and (2) the prices given in the provincial “ Season 
and Crop Report.” The former gives wholesale prices for some 
commodities, and an average of retail prices for others, while the 
latter are all harvest prices. In the estimates of value that we have 
framed, we have used, wherever available, harvest prices as being more 
representative of true values and supplemented them by the prices 
given in “ The Index Numbers of Indian Prices,” We have also had 
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to draw upon “ The Review of the Trade of India ” for prices of 
groundnut and castor seed. 

We give below, subject to the limitations mentioned above, an 
estimate of the value of the different kinds of agricultural produce 
for the five years 1923-24 ' to 1927-28 for which statistics are 
available 


Value of agricultural produce in the Province of Bombay . 


■ 

1923-24 


1924-26 

1926-26 

II 

1926-27 

1927-28 


n&. 

1 


Ra. 

' Ks. 

Ra. 

Ea. 

1. Cereals . 1 

57,44,25,543 

78,10,13,352 i 

00,94,80,990 

76,03,59,548 

76,01,24,096 

2. Pulses . -, 

3,82,00,720 


5,28,28,100 

5,19,66.390 

I 7,12,65,870 

7,72,67,400 

8. Sugars . J 

6,18,81,000 


6,11,56,000 

5,50.55,000 

4,60.04,000 

4,63,16,000 

4. Cotton and i’ibrep 

24,07,40,000 

26,46,72,000 

19,80,80,000 

12,96,07,000 

18,52,70,000 

5. OiTwedw Including 
cotton sead§. 

j 13,03,90,733 

18,36,83,640 

' 

20,79,96,790 

19,72,96,354 

22,73,66,529 

fi Tobacco and 

other naTco tics. 

! 5,35,40,800 ; 

/ 

6,13,79.490 ; 

6,11,22,400 

5.51,93,600 ; 

6,06,30,000 

7. . Condiments and 
spices. 

1 1,80,92.400 

i 


1,71,97,400 | 

1,72,55,200 

1,81,25,100 

2,16,44,000 

8. .fruits and Vege-I 
tatila*. 

: 10,81,86,400 


0,55,14,600 

9,34,84.300 

5,33.75,600 , 

4,66,67,300 

0. l?ood-erops a 11 dl 
fodder. ! 

. 

14,^,84,176 

1 

14,61,03,844 

14,18;75,130 I 

15,29,87,304 

1 

15,48^03,668 

Total .. 

l,36|afi,00,777 

1,60,54,25,396 

1,49,63,26,706 

1,40,32,94,461 

1,58,74,70,492 


On an average the value of agricultural produce every year comes to 
about Bs, 152 crores. 


IT. Industries. —Non-agrioultursl industries fall chiefly into two 
types, those which are organised industries and 
(i) Noh-aoe i c n l- t p ose which may be described as cottage industries. 

The essential difference between these two types 
of industries consists in the scale of business, organised industries 
generally being large scale industries and cottage industries small 
scale ones. We are not concerned with the former class. The 
latter we shall describe in Chapter IX. Despite the striking progress 
in organised industries achieved in this Province, cottage industries 
still continue to occupy an important place in the economic life of the 
people and the need for affording to the small industrial producers the 
benefit of an improved system of finance is no less urgent than in the 
case of agriculture, 

18. In 1928 there were 1,498 factories working in the Province, all 
subjeettothe provisions oftlie Indian Factories Act; 
(n) Factories. employing, on an average, 3,56,083 persons daily. 
The most important amongst the factories are those connected with the 
textile industry, principally, cotton mills. The cotton mills 
numbered 192, chiefly in three centres, Bombay City, Ahmedabad and 
.mo y 3—2 




Sholapui. These, together with 3 silk mills and 4 woollen mills, gave 
employment daily on an average to 2,23,000 persons. The rest pi 
the factory population was supported by 088 cotton gina and presses. 
132 engineering works, 67 Government and local fund factories, 
74 printing presses, and. 104 factories engaged in the manufacture of 
chemicals, dyes, etc. In addition, there were also 73 rice mills, 
23 flour mills and 19 ice and aerated water factories, 7 saw mills 
and 4 brick and tile factories. • The increase in the number of 
factories since 1910 may be seen from the fact that in that year there' 
were only 301 gins and presses and no rice or tile factories registered 
under the Indian Factories Act. Bombay City with 374 factories is 
the most important industrial centre in the Province and even in 
India, while the districts of Ahmedabad, East Khandesh, Dharwar, 
West "Khandesh. Ahmednagar. Broach, Surat and Karachi have more 
than 50 factories each. 

The cottage industries in the Province are even more important 
1 from the point of view of the numbers engaged in and the number’s 
maintained by them. The details regarding the more important of 
these are set forth in the table below 


Cottage Industries. 



1 

Industry 

Actual 

workers 

(men) 

Actual 

workers 

(women) 

1 

j Total 

1 

(i) Cotton: s'r/.in^ and weaving and 
spinning. 

’ 

71.495 

T... y 

52,398 

| 123,803 


(it) Wool: carding and spinning and 
weaving of blankets and carpets. 

0,581 

7,873 

14,454 


(iii) Silk: spinning and weaving 

4,880 

10,443 

15,323 


(its) Dyeing and printing ., 

9,961 

2,253 

12}5l4 


(?.’) Lace, crape anti embroidery 

4,129 

2,939 

7,068 


(«*) Workers in coir, hemp, etc. 

3,387 

| 

2,277 



Total, Textiles .. 

1,00,433 ~ 

78,483 

1,78,916 

2 

Tanners and leather workers, etc. 

' 1 

23,317 | 

4,870 

i 28,187 

3 

Earthenware, brick, tile and porcelain. 

36,133 ! 

■ 19,910 

i 60,043 

4 

Worker* in precious stones and metals, 
etc. 

41,077 

2,120 

j 43,197 

5 

Basket making, etc. .. .-| 

13,133 j 

13,591 

20,724 

e 

Metal workers . ■ - -1 

. 16.268 1 

1.439 

17,707 

7 

Oil pressing 

11,548 i 

3,285 

14,833 

3 

■ 

Food industries ; sweat meat, biscuit, 
cheese, molasses, etc., making. , 

7,960 

1,920 

9,886 

9 

Printers and lithographers 

4,618 ! 

238 

4,856 

10 

.Bangles and heads making 

1,403 

480 

1,883 

II 

Others : Toy-making. Ivory working, 
coach building, cabinet, making, etc. 

2,537 1 
1 ‘ 

275 

J 

2,812 


Total .. 

. -- 

2,58,433 

1,26,011 

3,85,044 



19. Ilandloom weaving is a very widespread industry. Cotton and 
woollen weaving is common in almost all the parts 
t>iof the Province, but assumes special importance 
in certain districts. The number engaged in cotton 
weaving comes to about 82(000 persons, and cotton spinning seems 
still to persist in parts of the Kainatak and the Sholapur district. 
Woollen weaving is almost concentrated in Ahmednagar, Dharwar, 
Sholapur, Satara, Poona and Nasik districts and the carding and 
spinning of wool is mainly found in Dharwar, Satara and Belgaum. 
Silk spinning is principally carried ou in Bijapur and Dharwar, while 
silk weaving is localised in the Surat, Ahmedabad and Ahmednagar 
districts. Workers in fibres other than those mentioned above are 


concentrated in Sind and Ahmednagar. 

20. Next to the textile industry, the tanning, leather dressing and 


(iv) OtiCek 

IXDVSTEIES. 


SMALL 


leather manufacturing industries are especially 
characteristic of Maharashtra and Sind, while the 
goldthread and silveithread industries are mainly 
found in Surat, Ahmedabad, Poona and Ycola. It is interesting to note 
that in several industries women workers are more numerous than men. 
This is particularly noticeable in the case of handspinning, whether it be 
cotton, wool or silk and that in cotton ginning and basket making, the 
number of women is almost equal to the number of men. 

21 Truth and Transport. —The commercial importance of this 
Province is largely based on its ports. Of the five 
(0 ,'iSABOBNE Tkade. „ rea y p 0I t,s of India, two are included in the 

Bombay Province, namely, Bombay and Karachi. The port of Bombay 
its magnificent harbour has for its hinterland not merely the whole 
Presidency of Bombay but also parts of many other provinces of India, 
and serves as the outlet and the inlet for the western parts of the Central 
Provinces and Berar, Hyderabad (Deccan), Rajputana and parts of the 
United Provinces of Agra and Oudh. while Karachi has for its 
hinterland Sind and the Punjab. The share of the Province in India’s 
seaborne trade is considerable, as will be seen from the following 
table :— 


Seaborne Trade. 1927-28 ( Merchandise ). 

. I ~ 

{In thousands of rupees) 



j 

India 

Bombay 

Prr- 

emtago 

i 

Imports 


2,49,84,00 

1,12,79,08 

45 

Wxports 


3,2.8,09,13 

87,42,SO 

27 


Total foreign trade • ■ 

1 . 

H, 78, r>3,79 

2,00,22,04 

36 


Examination of similar figures for the previous four years shows that 
while, in 1923-24, this Province shared 45 per cent, of the foreign trade 
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of the whole of Iudia, the percentage haB gone on diminishing from year 
to year, and it is now 35 as shown above. The import trade is of much 
greater importance than the export trade. ' The chief imports in the 
Province are cotton, woollen and silk piecegoods, metals and machinery, 
raw cotton, sugar and oils, while the leading exports axe raw cotton, 
cereals, raw wool, cotton manufactures, oil seeds and raw hides and 
skins. 

22. Besides the two important ports of Bombay and Karachi, the 

Province has, excluding the Kathiawar ports, 
(ii) Pobts. on its coastline of 1,534 miles deeply indented by 

the gulfs of Clutch and Cambay and by many bays and creeks, 29 
subordinate ports. Of these 29, two 'are in Sind and the rest in the 
Presidency proper. They are open throughout the summer and winter, 
but with the exception of Karwar, Vijavadurg and Jaygad they are not 
sufficiently protected during the monsoon from the heavy south-western 
winds. Owing to the absence of a properly developed system of 
land transport along the western coast there is practically no 
foreign trade from these subordinate ports, which, therefore, is 
concentrated at the chief ports of Bombay and Karachi. These 
subordinate ports are, however, important for the coasting trade, 
the value of which amounted in the year 1927-28 toRs. 80,59,88,000 
which is 43 per cent, of the total foreign trade of the province. The 
imports coastwise amounted to Rs. 43,88.57,000 and the exports to 
Rs. 42,71,31,000. Of this large coastal trade, Bombay claims more than 
7Q per cent, and Karachi 18 per cent, while the ports of Karallja, 
^onawar, Yengurla, Broach, fTran, Bankot, Ratnagiri and Malwan have 
each an annual coastal trade of more than Rupees forty lakhs. It must 
be remembered that these ports do not carry on trade coastwise with 
Bonibav only, but that they have also a brisk trade among themselves 
and also with ports of the other provinces of India. The total volume 
of such trade was valued at Rs. 7,04 lakhs for the Presidency proper and 
Rs. 2 lakhs for Sind, and the ports traded with were as distant as 
Cochin, Travancore, Madras and Calcutta. 

23. In the absence of published statistics, it is. very difficult to 

... ■ ascertain the vahie and distribution of inland tr^de 

(ui) Ni vM. 'Ieam. ^he p ro vince. Though correct information is 

not available, it is certainty true that in point of magnitude, the home 
trade in the Province must be considerably greater than the foreign 
trade and, so far as the extension and improvement of banking facilities 
are concerned, needs as much attention as the trade with foreign 
countries: and yet modern banking facilities were first developed 
for the requirements of foreign trade, and the home trade, except 
in large commercial centres, has remained largely in the hands ■ oi 
indigenous bankers. Organised banking has been advancing from ports 
to the inland cities and towns, and the problem now is to complete the 
chain by supplying to the rural areas improved banking facilities and 
connecting these with the banking institutions in the great ports and 
cities. The Census Report for 1921 shows that 14,19,000 persons pursued 
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'rude, sis their occupation. Of the trades which, supported this large 
population, the most, important were those in textiles, food-stuffs, fuel, 
means of transport, and articles of luxury, while dealings in credit, or 
money-lending, brokering, money changing, insurance, etc., supported 
no less than 72,0(10 persons. 

24. Trade and transport are closely interrelated. The magnitude, 
R*nw v. distribution and character of trade are very greatly 
1T AU ' VA *T - affected by the means of transport available and 
by the extent to which they develop in response to the require¬ 
ments of trade. The total railway mileage in the Province is 4,049, 
which is ID’S per cent, of the total mileage open in India on 31st 
March 1928. Since the early fifties of the last century, when railway 
construction was taken in hand in India, the Lines have been built 
inwards from the chief ports, serving primarily the needs of the 
import and the export trade. The needs of the internal trade were 
long neglected and it is only within recent years that some provision 
has been made for it by means of branch and feeder lines. Even the 
progress in this direction has been slow in the Province, and the question 
has now to he considered in relation to the rapid expansion of competing 
motor traffic. Bombay, the premieY port, and commercial centre of 
the Province, was connected with the interior by the Great Indian 
Peninsula Railway, which ascended the tableland by the Thai Ghat 
leading to Delhi, through the central Indian plateau across the Satpura 
and the Vindhya Mountains. The route bifurcated at the Xapty Valley 
whence communication w as established with the Central Provinces and 
Bcrar. Another bifurcation at the Narbada Valley led to JubbnJpoie 
and thence to the. plains of the Ganges and to Calcutta. The same 
railway system also ascended the Deccan plateau by the BJior Ghat 
and connected Bombay with Poona, the natural focus of the Deccan 
routes. Prom Poona the line goes across the Deccan in a south-easterly 
direction to Madras. The. Great Indian Peninsula Railway Bystem i8 
tints the most, important railway .which Berves Bombay, and it is this 
railway which has contributed most to the greatness of Bombay as 
the commercial and industrial metropolis of India. Prom Poona the 
Madras and Southern Mahratta Railway follows an almost southward 
course, on the edge- of the plateau, and serves Maharashtra and the 
Kamatak anrl establishes communication between Bombay and Mysore 
and the Malabar coast. Another very important railway system for 
the Presidency is the Bombay Baroda and Central India Railway, 
which connects Bombay with Gujerat and Kathiawar and also links 
it up with Rajputana and Delhi, by two routes, one, by way of 
Ahmedabad and the Aravallis, and the other by the highlands of Dohad 
and the Malwa Plateau. These three railways serve the Presidency 
and concentrate all trade at Bombay, and leave the other ports quite 
subordinate and luiimportant so far as the foreign trade is concerned. 
The construction of the Tapty Valley Railway connects the Great Indian 
Peninsula, Railway with the Bombay Baroda and Central India Railway 
and brings Khandesh, the Central Provinces and Berar into contact 
with Surat on the Tapty estuary. It will be seen from this that the 
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Konkan is severely left alone,, not being served by any railway., The 
great difficulty in the way of the construction of a railway right across 
the coastal belt of Konkan is the. presence of numerous creeks and rivers 
which intersect the route, A'cheap competing means of transport consists 
of the couptry craft plying along the coast line and the creeks. The 
question of the construction of a western coast railway south of Bombay 
is under consideration. In Sind, the railway follows the natural route, 
the Indus, crossing it at two places—Hyderabad an$ Sukkur—and 
connecting Karachi with the Punjab on the one hand and with Quetta 
and Baluchistan on the'other. Bombay is connected with Karachi by sea, 
and by rail through a bifurcation on the Ahmedabad-Delhi metre-gauge 
route at Marwar, whence the Jodpur Railway crosses the Rajputana 
desert almost westwards till it reaches Hyderabad and joins the North- 
Western Railway to Karachi. The construction of a through broad 
gauge route from Bombay to Karachi is under consideration. Apart 
from the trunk routes, trade requires branch lines acting as feeders to 
the main lines and connecting market towns with the great trade centres 
and ports. Some such feeders have been already constructed, but it 
should be noted in this connection that motor transport is now success¬ 
fully competing with railways, particularly for short distance traffic. 
This brings us to the question of roads in the Province. 

25. There were in 1928 about 9,179 miles of metalled roads in the 

Province, maintained at an annual cost of over 
(v ,0 ads. 40 lakhs. The chief roads are the Bombay-Agra 

Trunk Road starting from Bombay and running north-east through 
Thana, Nasik and West Khandesh, and the Poona-Bangalore 
road. About 6,096 miles of these roads were in charge of the Public 
Works Department and 3,083 miles were under local boards. There 
were also 20,321 miles of unmetalled roads, 18,105 miles of which were 
maintained by local boards. The unmetailed roads are often mere cart- 
tracks, useless for traffic in the rainy season, especially in Gujerat. The 
Presidency has thus 7 • 13 miles of metalled and 16 • 15 of unmetalled 
roads for every 100 square miles of total area, and 48 miles of metalled 
roads and 105 miles of unmetailed roads for every 100,000 of population. 

In Bind, wheeled traffic is obstructed by sand, and road construction 
is rendered difficult and very costly, while the numerous creeks and 
streams of the Konkan make Toad transport particularly difficult, 
especially during the monsoon season. The roads in the Deccan are 
fairly satisfactory, while those in Middle Gujerat are in most cases had 
and besides there is no road connecting Gujerat with the Capital 
of the Province. Recently, Government have appointed a Road Board 
to advise them generally on the construction of new roads and their 
utilisation, by various forms of transport. It consists of official and non¬ 
official members, the latter including representatives of District Local 
Boards and of Chambers of Commerce. 

26. As regards the standard of living of the people of this Province, 

General Economic reference may be made here to the 8,011 family 

Conditions. budgets collected by the Superintendent of Census 

Operations in 1921 from different parts of the Presidency and published 



as an Appendix to the Census Report for the Bombay Presidency. 
According to these budgets, the per capita annual income in urban areas 
was found to be "Rs. 100, and that in rural areas to be Rs. 75 so far as the 
Presidency proper- was nonceroed. Sind fared a little better, the 
corresponding figures being Rs. 140 and Rs. 100. respectively. While 
these figures cannot be accepted as conclusive in themselves, and need 
modification in view of the fall in prices which has taken place since they 
were compiled, they indicate the small earning capacity of the Province, 
taken as a whole. From these averages, there arc. variations, no doubt, 
in the five regions into which the Province has been divided. 
The percentages of budgets showing an annual per capita income of less 
than Rs. 75 were 22 in Sind, 3fi in Gujarat, 40 in the Karna.tak, 43 in 
Maharashtra and 68 in the Konkan. The Konkan is thus worse of! 
than the other regions, in spite of its total immunity from drought, chiefly 
because oi the severe pressure of population on the land. 

Another test 'hat may be applied for estimating the economic condition 
oi the people in the rural areas is furnished by the.number of cultivating 
tenants. In the Konkan, as we find from the Census Report, almost 
all the cultivators are tenants, working on the land of the Hot, while in 
Maharashtra, the position is different. A tendency is visible amongst 
landholders in parts of Gujerat to employ hired labour for work on their 
fields and owners of fairly largo holdings tend to become landlords. This 
system is very prominent in Sind, where large zemindars generally lease 
out their lands and. live on the inoome. thus derived. 

The daily average wage for skilled and unskilled labour provides 
another index to the economic conditions of the people. 

The following table gives figures of daily average wages for different 
classed of labour in the different administrative and economic divisions, 
of the province in the year 1&28 :— 


. 

niviximif 

Agricultural 

labour 

LTihIvULcJ. Lilwur 


Skilled LaV* ut 


Crban 

arms 

Rural 

ATuAJ* 

Urban 

Rural 

ATvKB 


tteban 1 
area* j 

"Rural 

unus 


PcUtutd THvisicn 

Rk. a. p. 

: 

ns. 

a. p. 

It*, a. p. 

Kh. 

U. 

V. 

■ 

JU. a. 

*.j 

Us. a. 

i> 

Northern THvVicm -. 

an 5 

c* 
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0 IS 5 

0 

a 

8 

2 

2 
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1 12 

8 
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0 
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0 

7 10 

1 

9 

«! 

1 0 

1 

Southern Division .. 

Ecohwnio C-irfUt 
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u 

*> 3 

0 10 0 

0 

a 

2 

1 

3 

5 

1 2 

8 
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0 
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The figures reveal the fact that labour is comparatively dear in Sind, 
while it seems to be the cheapest in the Maharashtra. 

The picture of the economic conditions of the rural population of the 
Province is not very bright, yet- the number of persons paying income-tax 
is greater in this Province than in any other part of India. The inference 
may, therefore, be drawn that economically there is considerable 
disparity in the position of Ihe small upper class and the bulk of the 
population. 

27. Systems of Land Tenure .—An examination of the tenures 
of land in the Province is necessary as it. directly 

(1) Ryotwa.hi Tjht- or indirectly provides the basis for agricultural 
credit. The land in this Province, outside Sind, 
is mostly held on the ryolwari tenure, i.e., a system of settlement 
with the ryots, or small holders, whose revenue payments are fixed 
after careful measurement and classification of land in. their possession. 
The main feature of the system is the permanent right, of each occupant 
to hold his land in perpetuity so long as he pays the land revenue 
to Government as , fixed at the settlement or to sell, mortgage or 
otherwise dispose of it. The survey or old tenure, as it is 
called, is generally prevalent all over the Presidency, but a molli¬ 
fication of it, known as rhe new or restricted tenure, was introduced 
in 1901. In the ease of this tenure, the Collector is empowered to grant 
the occupancy of land subject to the condition that it cannot be 
transferred except with his permission. The restriction, however, 
applies, in the case of villages already settled, only to the new 
occupancies granted bv the.Collector and not to existing occupancies. 
Government are also empowered to introduce this tenure in 
villages which are being surveyed and settled for the first, time. Tins 
restricted tenure is generally made applicable only to backward classes 
of cultivators, for instance ihebhiln of Khandesh and the PanchMahals. 


28. Besides the r yotwari or survey tenure, we have also various inam 
tenures and a number of other tenures, which do 
K) Tnam. t'ENi.Hh. not, fall under either of the above two classes. The 


word 1 inam ' means gift or grant. Inam land is technically known as 
“ alienated land ”, i.e., “ transferred in so far as the rights of Govern¬ 
ment are concerned, wholly or partially, to the ownership of any 
person The chief feature of the inam tenure is that the land is held 
on a reduced assessment which is not liable to revision and iu some cases 


oven free of assessment. Practically all the inam lands were granted in 
pre-British days and have now been settled on their present holders 
under the Survey Settlement Act of 1893. These inam lands can be 
classified under four heads, iriz.: — 


(a) Personal or jal inam. 

(b) Political inaim including saranjams and jaftoyirs. 

(c) BecastfidH or religious wants. 

(d) Service thaws. 

Personal or fat inams arc permanent and the mandat holds the land 
with an absolute right of a transferable and heritable nature. There 
are no restrictions on alienation as regards these, inams. 
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Political inarm; including, saranjams and jahagirs am ordinarily 
impartible and inalienable. There are instances in which the jahagir 
has been held partible end alienable, but generally devolution to such 
mams is by the, rnle of lineal primogeniture, younger members of the 
family being entitled only to maintenance. 

Devaslhan imams are ordinarily inalienable and also imparl ible. 
Succession to them is regulated by the terms of the grant and the 
customs and usages of the endowment. The holder for the time being 
manages the inarm in the capacity of a trustee for the benefit of the 
endowment. 

Service imams are of two kinds— 

(1) imams for seiviccs already rendered in which case they are in the 

nature of personal imams or grants, and 

(2) imams for services to be rendered. 

Jnasns of the latter kind are generally inalienable and are liable to 
resumption if services for which they are granted are not rendered or 
cease to be rendered. 

Watans consist of grants of land made to officers either useful to 
Government or to the community. The. alienation is of the soil and in 
most cases the grant is hereditary. The watan is not alienable except 
to a loatandur belonging to the same icatam as that of the alienor, 
and in eases where it is assigned as remuneration of the actual officiator 
it cannot be alienated at all. 

25). • The taluhlari tenure is one of the most important in Gujeraf and is 

(iii) Talc khaki to bo found principally in the Ah medab ad district. 
Tex no:. The talukdars are the absolute proprietors of their 

respective estates, subject to the payment of Government demand, 
which may be either fixed or liable to periodica] revision. The more 
important of these estates observe the rule of primogeniture, but in the 
case of the. smaller ones the number-of co-sharers goes oh increas¬ 
ing from generation to generation. As many of the talukdars were in em¬ 
barrassed circumstances, the Ahmedabad Talukdars Act (Bombay Act 
VI of 1802) was passed, under which the management of encumbered 
taluhlari estates could be vested in the Talnkdflri Settlement Officer. 
No taluhdar is now permitted to encumber his estate beyond his 
own life-time without the permission of the Talukdari Settlement 
Officer. Permanent alienation requires Government sanction. 
The talukdar , unless his estate is a very small one, does not usually 
cultivate bis land but. leases it to tenants. Some of these lands are 
cultivated by ryots who pay rent to the proprietor but possess no 
proprietory interest in the soil; others are cultivated by mirasdars 
who have a proprietory interest in the soil. 

30. The bJtugdari tenure prevails chiefly in the district of Kaira, while 
the nnrmdari tenure is confined to Broach. The 
A'invAn vHr° iTu.-cras* P r i nc 'phiof these tenures, as distinguished from the 
ryolwuri tenure, is that under the former, Govern¬ 
ment settle for the revenue, of the villages with the bhagdars or 
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•mrmdars, instead of witlr each cultivator individuially. Bhagdars ot 
mrvhdars aie thus alone responsible to Government for the revenue, and 
all persons actually cultivating the lands in these vhlages are tenants, 
not of Government, but of each bhaydar or harvadar, Such tenants may 
be either (1) tenants-at-will, who can be ejected or Whose rents can be 
increased at the pleasure, of the bkngdar or narvadar, or customary 
tenants, who cannot be ejected so long as they pay the customary rental. 
No portion of a bhag other than a recognised sub-division can be 
alienated. The only difference between the bhagdari and narmdari 
tenures is that in the former case there is a fixed assessmenton the field, 
while in the narwdari tenure there is no separate field assessment, 
the assessment being fixed in a lump. 


31. The khoti tenure prevails in Salsette. Kolaba and Ratnagiri. 
■ v ) Kkoti Tenvre ^ le A&ote in the Salsette taluka and the Pftnvel 
^ ' ' taluka are either proprietors or lessees in perpetuity 

and their position depends upon the tenure of their leases or other docu¬ 
ments. In the Ratnagiri district the rights and liabilities of khots and 
their tenants are governed by the Khoti Settlement Act of 1886, Both 
here and in the Kolaba district the Mot is in the position of a 


superior holder with respect to all. the village lands over which be 
exercises Ickoti rights. 

The Mot’s rights are heritable and can be divided amongst the heirs. 
They are also alienable. The Mol has the right to cultivate or 
otherwise dispose of all the unoccupied lands of his village. The 
inferior holders in the khoti village are either dharekaris or qua si - 
dharekaris, occupancy tenants or tenants-at-will. The dharekaris are 
like ordinary, survey occupants with heritable and transferable rights. 
The rent payable by them is limited to the survey assessment. The 
only difference between them and the quasi -dharekaris is that the latter 
have to pay as rent something higher than the survey assessment. In 
Ratnagiri, the rights of occupancy tenants are heritable but not 


transferable without the consent of the khot. In Kolaba, there is no 


positive law against or in favour of such transferability. Tenants-at-will 
in khoti villages are governed by the same law as prevails in the case of 
such tenants in ordinary villages. 


32. In Sind the ordinary tenure is the full survey tenure, but the 
(v5) Tuxttres in survey settlement has been altered to suit the 
Sjmd. peculiar conditions of the province where a large 

tract of the land is left uncultivated every year. The occupants are 
liabie only for the assessment, of each survey number, cultivated, 
and have to pay at rates which vary according to the group of villages 
in which the village is situated and the method of irrigation followed. 
In the northern part especially, there are big zemindars who own 
thousands of acres of lands. Owners of small areas arc known as 


khatedars. Both these classes are free to transfer their lands except 


when these are'held on new tenure. While both these are permanent 
occupants of land, cultivation is actually carried on by harts who are 
generally tenants-at-will. The harts cultivate the land usually on g 
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crop share basis, the hari getting one-third to one-half of the crop, 
according as the irrigation is by lift or flow. 

33. Tenancy, as a right or title to hold and onjoy land, 

, ... is a tenure. It might, however, be said that 

there is no positive law on the subject in this 
Province except what is scattered here and there in different enact¬ 
ments. The question of tenancy is, therefore, generally governed by 
customary law. A tenancy is either under a contract, oral or reduced 
to writing, or may be presumed under certain enactments. An agricul¬ 
tural tenancy in the absence of any otheT tenancy is presumed to 
be annual. It is only where such a tenancy is so old that there is no 
evidence of its commencement and there is also no satisfactory 
evidence of its intended duration, that such a tenancy can be declared to 
be permanent. As regards rent, the first element to be looked at is the 
agreement between parties, in its absence any local usage, and in the 
absenoe of both contract and usage the superior holder is entitled 
to what is just and reasonable. As regards termination of tenancy, in 
the absence of a custom to the contrary, no tenant can be ejected with¬ 
out being served with a notice to quit. Under the Land Bevenue Code, 
a notice in writing is required to be given by the landlord to the tenant 
at least three months before the end of the year of tenancy. 

34. We received a good deal of evidence on the subject of land values, 
but the information so received was not very useful 
for basing any generalisations on them, as practically 

every witness only gave ranges between which the prices of land varied 
in each district, and not the average price for each kind of land. The 
Settlement Commissioner, however, sent us a useful statement showing 
values of different kinds of lands in certain takikas where the information 
was collected during the revision settlement inquiries which have been 
made since 1914. He also at our request., sent us information about 
the values of land in these talnkas at the previous settlements made some 
thirty years before the present ones. Unfortunately, in the case of the 
older settlements, no separate information is given about the values of 
different binds of land. We attach the statement of values arrived at 
during the more recent inquiries in some of the districts, and add to it 
columns showing average values arrived at at the previous settlement. 
(Vide Appendix V.) No information is available about, the other 
districts and talukas regarding comparative values of land. 


Land Valttb 


An examination of the statement indicates that land values have 
considerably risen during the last 30 or 35 years, but the rise shows 
considerable variations from district to district and even from talulca to 
taluka. The increase has been the highest in the dist ricts of Maharashtra 
and the Konkan and the lowest in those of Gujarat. In Ahmedabad the 
increase has been small, in the Panch Mahals values have doubled. 
Khandesh, and Satara record abnormal increases varying from 400 to 600 
per cent., with this difference that Satara shows a very wide margin 
between the values of dry crop and irrigated lands ; while the Khandesh 
districts do not show such variations. The Konkan districts also 



indicate considerable increase in lanct values, ranging from SiUUto 
400 percent-, and the increase is still greater in the case of vmTcaa 
(hilly) land. 

In considering the Question of the appreciation,of land values, it must 
he remembered that there has been a substantial rise in the value of 
agricultural produce during the last thirty years, and this has naturally 
affected the prices of land. Pressure of population has been growing, 
especially in certain districts. The temporary emigration from districts 
like Ratnagiri to industrial centres, and the desire to invest in land what¬ 
ever savings may be effected in such centres have also been contributing 
factors to the increase in values. Agriculturists are generally inclined to 
invest tlieir savings in land irrespective of the return which they may get 
on the price paid. This desire is partly due to want of other sources of safe 
investment, but. during the war, the rise in prices of crops led se veral 
people, especially in the Karnatak, to purchase land at fancy prices, 
with borrowed money which many of them have been still unable to 
repay. Professional and other classes are also inclined to do the same 
owing to the social status and the security which the land offers. The 
current prices of land cannot, therefore, be regarded a.s a correct index 
to its intrinsic value.' 



CHAPTER III. 


Existing Credit Agencies. 

35. In. the preceding chapter we have indicated the banking need's of 
the Province whilst describing its special economic 
Lack m Statistics, features. In this chapter we give a general 
description of the existing credit agencies, their 
functions, resources, methods of business and scope of operations. 
The following table gives the names of the existing credit agencies in the 
Province together with available particulars regarding their working 
capital:— 

Credit agencies in the Province {exclusive of 
indigenous hankers). 


.Description 

No. of. 
offices 
in the 
Province 
including 
Head 
Offices 

Capital and 
Reserve. 

! 

Total 

deposits 

Working 

Capital 



(Figures 

in ihemsarnls 

of rupees) 

Imperial Bank of India 

24 

10,90,00 

63,92,00 

74,S7,C0* * * § 

Exchange Banks 

26 

2,10,57,19 

15,13,19,17 

17,53,70,36t 

Joint Stock Banks registered in 

E C IhI 




the Province 

37 

5,40,80 

26,06,97 

31,f)7,S3t 

Joint Stoc k Banks registered out - 





side the Province 

lb 

2,61,8?. 

26,07.22 

28.71,05§ 

Private Bunks 

13 

1,21,01 


1,21,0111 

Co-operative Central Banks 

74 

51,86 

3.82,69 

4,34,ft5|| 

Cooperative Urban Banks 

70 

58,62 

1,90,31 

2,48,93|| 

Co-operative credit societies .. 

1,782 

86,02 

3,00,01 

3,92,63|| 


5,039 





* Figures for the year 1929 for all India. 

f Figures for the year 192S including deposits outside India. In the year 1927 their 
deposits in India amounted to Bs. 68,86,27,000. 

J Figures for the year 1928for .all India, 

§ Figures for the year 1927 for all India. 

|| .Figures for the year 1928-29. 

Owing to the dearth of banking statistics, it is not possible to 
give an accurate picture of all the existing agencies. The preceding 
table does not include indigenous bankers who form one of the 
principal credit agencies of the Province, as no reliable figures are avail¬ 
able concerning their number and extent of operations. As regards the 
joint stock banks, the “ Statistical Tables Relating To Ranks in India ” 
are the only available source of information, but the latest available 
volume of this publication gives figures for the year 1927. There 
is no agency through which statistics can be obtained. It is parti¬ 
cularly difficult to get figures for the Province, We received certain 





statistics from tie Imperial Bant-and joint stock banks but not all tjie 
information we wanted. Only two joint stock banks favoured us with, a 
reply to the questionnaire and only one deputed its representative to 
give oral evidence before us. Lack of information regarding operations 
of banks in'the different districts has hampered us in dealing with the 
question of finance available for the different centres. 

36. Although constituted as an ordinary joint stock bank, the 
Imperial Bank of India occupies a special position in 
® ASK the banking system of the country. Its operations 
are governed by a special Act, Being banker to 
Government and being to a limited extent the bankers 5 bank, in the 
absence of a central or reserve bank duly constituted by statute it 
is expected to discharge some of the functions of a central bank, 
particularly the regulation of the money rates of the country. 

The question of establishing a central bank for the. country was under 
consideration for a number of years. During the first decade of this 
century the necessity for a widespread increase in banking facilities 
was becoming more and more insistent. It was felt that a centralized 
banking institution would be in a much better position than the then 
existing three separate Presidency Banks, viz., the Bank of Bengal, the 
Bank of Bombay, and the Bank of Madras, to provide the required 
facilities and to utilise the resources of Government for the further' 
anee of the eommerical interests of the. country. A definite scheme for 
the formation of such a bank was outlined by Mr. J. M. Keynes 
and annexed to the Report of the Indian Currency Commission of 1913. 
Consideration of it was, however, postponed owing to the outbreak 
of the War. During the War the currency difficulties of Govern¬ 
ment pressed more forcibly on the attention of Government the 
necessity for a centralised banking institution which would form the 
solid background necessary fox the development of banking. It was, 
moreover, better realised during the war than ever before that the 
interests of the Presidency Banks were, common and demanded a co¬ 
ordinated policy. After the armistice, negotiations took place between 
Government and the Presidency Banks which led to the fusion of the 
three Presidency Banks and the formation of the Imperial Bank. 
An Act defining the constitution and functions of the Bank was passed 
in September 1920 and this was supplemented by a statutory agreement 
under the Act embodying the contractual relations entered into 
between Government and the Bank. The new Bank came into being 
on 27th January 1921. It was expected that it would attract deposits 
more readily than before, mobilise the coimfay’s credit resources, give 
substantial assistance to the internal trade of the country and extend its 
activities by opening branches in different parts of India. 

Capital .—The amalgamation was accompanied by aii increase oi 
capital, the authorised capital of the Bank having been fixed at Rs. 1,12E 
lakhs against an aggregate of Re. 375 lakhs of the three older 
institutions. On 31st December 1929 the share capital paid up was 
Rs. 5,62,50,000 and the reserve Rs, 5,32,50,000. 
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Business—The Bank acts as banket to-the Government of India and 
receives, free of interest, deposits of Government treasury funds and 
balances. In return it conducts, free of charge; the treasury business of 
Government, maintains currency chests. at local head offices and 
branches throughout India and grants ways and means advances to 
Government from time to time. It is, besides, charged with the 
maintenance of the Public Debt Office and transacts the business of the 
registered Public Debt and Securities of the Government of India and 
the Secretary of State for a fixed remuneration. 

' In addition to Government business the Bank does the usual corruner- 
eial banking business under certain restrictions and safeguards imposed 
by the Act. It can receive deposits, lend money, open cash credits, 
accept, discount, purchase and sell bills of inland exchange and issue 
letters of credit payable in India and Ceylon. It is not, however 
allowed to borrow or receive deposits outside India or to advance money 
for more than six months, or to accept the security of shares of joint 
stock companies or titles to immoveable property or mortgages. It 
may make advances against tbe security of goods or documents 
of title to goods, but it cannot discount or purchase or open 
cash credits on the security of any negotiable instrument unless 
it carries with it the joint and several responsibility of any two 
persons or firms unconnected with each other by partnership. The 
Bank has local head offices at Calcutta, Bombay and Madras. It has 
also a branch in London, but it is not allowed by its charter to do foreign 
exchange business with the result that that business has been 
practically monopolised by the Exchange Banks. 

Since its inauguration in 1021 the Bank has opened a hundred 
new branches as required by the Imperial Bank of India Act. In all, 
there are 153 branches of the Bank, besides 13 sub-branches and city 
branches. Of these, 23 are located in this Province. How far these 
branches have developed the banking habit and to what extent the 
Bank as a whole has financed commercial activities and succeeded 
in Tegnlating the money-market, we shall examine in succeeding 
chapters. Meanwhile, the Bank’s methods of financing trade and the 
extent of its operations in the Province may be noted. 

Finance is granted by the Bank in one or more of the following 
forms :— 

1. Loans for fixed amounts. 

2. Cash credits, i.e., running accounts on which limits have been 

fixed up to which the accounts of customers can be drawn upon, 

3. Overdrafts on current account. 

4. Negotiation of inland bills. 

The outstandings as at 31st December 1929 of such advances within 
the Province were as under :— 

Bs. 

Loans and cash credits .. .. 9,43,86,000 

Overdrafts on current account .. .. 1,10,76,000 

Inland Bills and Bills discounted .. 80,20,000* 

* The total amount discounted during the year was Bs. 7,35,83,000. 
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37. The Exchange Banka are also joint stock banks, Out their 

business is confined largely to the finance of import 

Excrasoe Banks. and export trade. They are not required to get 
themselves registered in India. With the exception 
of half a dozen of these banks doing a considerable portion of their business 
in the country, the rest are merely agencies of large banking corporations 
doing the bulk of thoir business abroad. 

There are 19 exchange banks having their business offices in Bombay 
city. They have seven more offices working in Karachi. Their paid-up 
capital and reserve as on 31st December 1928 aggregated Ra.’2il crores, 
their deposits Rs. 1,1543 crores and their total working capital 
Rs. 1,754 crores. 

They have an Association of their own under the leadership of the 
Chattered Bank of India, Australia and China, The object of the Associa¬ 
tion is to maintain a certain standard, to secure harmony in the conduct 
of business and to safeguard the rights of its members. There are scarcely 
any points of contact between these banks and the Indian joint 
stock banks. 

The Indian branches of these foreign banks do every type of hanking 
business in addition to the business of financing the import and export, 
trade of India. They receive deposits from the public in India and .try 
to secure as much, of the country’s capital resources as they can obtain. 
While the Imperial Bank does not allow interest on current accounts, the 
exchange banks generally allow 2 per cent, on balances exceeding a 
minimum limit. It is a matter of general complaint that the resources 
thus tapped are used mostly for financing the foreign trade’ of the 
country, which is largely in the hands of foreign merchants, and that in 
times of monetary stringency abroad they remit money out of India 
to take advantage of high market rates in other places. 

Statistics show that, the deposits they receive in India have increased 
considerably during the last 15 years. In 1913 the deposits amounted 
to Rs. 31 crores, in 1922 they stood at Rs. 73 crores, and the figure- is 
about the same at the present time. 

No definite estimate of the extent of their Indian business can be 
framed, but the magnitude of their foreign exchange operations 
can be surmised from the volume of the foreign trade of the country, 
which is estimated at about Rs. 600 crores per annum and in the 
financing of which they have a predominant share.- 

38. All the banks registered under the Indian Companies Act come 

under this heading. These banks, though mostly of 
Joint Stock Banks, recent origin, form au important constituent of the 
banlring system of the country. There are in this 
Province 17 joint stock banks with their head offices and 20 branches, 
while 8 joint stock banks with their bead offices outside the Province 
have 16 branches in the Province. It is not possible to ascertain the 
deposits received by these banks in the Province during the year 191.3, 
but from tlie available statistics fox all India for the year 1927 for all the 
Indian joint stock banks with paid-up capital and reserve of over rupees 



83 

one lakh, it appears that there has been. .a considerable increase in the 
amount of deposits received by these banks, the total for the year 
being Rs. 64 troies againt Rs. 24 chores in 1913. 

These banks do ordinary banking business, such as receiving deposits, 
lending money, negotiating and collecting bills, but as separate figures 
of the deposits and advances of the different branches of these banks are 
not forthcoming, it is not possible to form a reliable estimate of 
their share in financing the trade and industry of the country. We find, 
however, from the extent of their operations and from the information 
obtained from merchants and brokers that these banks play a useful 
part m supplying credit facilities to businessmen and assist 
materially in financing the internal trade of India. In this Province 
the number of branches of the more important joint stock banks is very 
small. There are only ten centres in the Province including Bombay 
and Karachi where there are offices of these banks. Some of these 
banks receive large deposits from Indian States. They finance the 
movement of CTops and the internal trade of the Province, but the bulk 
of the. business is in the hands of the shroffs. These shroffs' are 
financed by the head offices of these banks by advancing moneys to them 
or by discounting their hvndis, but the assistance is necessarily limited 
and the general tenor of the evidence given by the indigenous bankers 
before ns is that they do not. receive adequate assistance either from the. 
Imperial Bank or front the joint stock banka. As a matter of fact, the 
assistance rendered by these banks, for the finance of agriculture and 
small industries, is insignificant. This is also true of their share, in the 
foreign exchange business. As a rule, the joint stock banks do not deal 
in exchange business, as they have no offices in London and as it is difficult 
for them to compete with the old-established exchange banks who are 
entrenched in a strong position with their vast resources and facilities 
for operations in foreign countries. A statement of the joint stock 
banks working in the Province is annexed to this Report. (Vide 
Appendix VI.) 

39. During the year 1928-29 there were 13 private limited concerns 
registered as private banks. It appears to us that 
^sobteked Fa ivatu BeveK j private financial concerns which do banking 
business on a large scale have not beer registered. 
There are certain companies which get themselves registered as private 
banking concerns for considerations other than that of transacting banking 
business. For instance, among the specified objects for which some of 
the companies have been started are the following : “carrying on business 
as capitalists, financiers, concessionnaires or merchants ”, “ carrying on 
business as contractors ”, “ forming, promoting, subsidising and assisting 
companies, syndicates and partnerships of all kinds ”, and “ carrying on 
and transacting every kind of guarantee and indemnity business.” Of 
the 13 conoerns registered, 2 had no paid-up capital. The total paid-up 
capital of the remaining 11 companies amounted to Rs. 121 lakhs. This- 
was made up of Rs. 119 lakhs, representing the capital of three companies, 
andRs. 2 lakhs representing the capital of the remaining nine, the capital 
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of the last three being 011 I 7 Rs. 3,000, Rs. 4,000 and Rs. 5,000, 
respectively. 

With the exception of two or tfyroe bona fide business concerns, these 
private companies niav be left out. of account in ascertaining the resources 
■of the existing credit agencies and the loanable capital available for 
financing trade. 

40. The existing number, resources and volume of business of 
the indigenous bankers are alike shrouded irt obscu- 
Ix-MGExotrs Baitkehs. r ity. As these indigenous banking concerns are under 
no obligation to get themselves registered, and as 
individual bankers or firms do not wish to divulge their business transac¬ 
tions, we have no reliable statistical information about the actual 
number of indigenous credit agencies carrying on their business in this 
Province or about their working capital or the volume of the banking and 
other business carried on by them. It can be safely asserted, however, 
that the amount, of capital invested by them in banking business 
is considerable. It is variously estimated as being between Rs. 50 and 
Rs.'75 orores. This figure would, however, include the capital employed 
by money-lenders also. 

Whatever may be the actual share of the indigenous bankers in financ¬ 
ing the trade of the Province, there is no doubt that the financereqnired 
for the internal trade is largely supplied through their agency. The 
•artisans and the small traders are also financed by them. Indigenous 
bankers advance money by book credits, or on promissory notes or 
receipts or by discounting hundis. They have either branches of their 
own or adalyas (agents) in different places on whom they draw bills. 
Prom remote times they have specialised in remittance business and 
they continue to provide facilities at centres not covered by the Imperial 
and other banks. As mentioned above, the indigenous hankers receive 
■deposits from the public, bnt separate statistics of such deposits are 
not available. It is their general grievance that, since the development 
-of branch banking, there has been a falling off in their deposits and that 
the postal cash Certificates have further crippled their resources. 

A full account of the methods of work of indigenous bankers, their 
system of keeping accounts and of the part played by them in the finan¬ 
cial organisation of society will be given in Chapter XIII. 


41. Among the agencies for financing the agricultural industry of 
rural areas, the money-lender is the most prominent 

MONEY-LENDEBS, .■ T -j.il.- ■ . 

figure, In spite of his usurious practices, it is to 
him mainly that the rural population looks for its personal needs as well 
as for the raising and movement of crops. According to the 1921 
‘Census there were 26,303 " bank managers, money-lenders, exchange 
and insurance agents, money changers and brokers and their 
employees.” On the assumption that the- bank employees are also 


included in’"the bank managers” and that the "brokers” are only 
insurance and finance brokers, we may deduct 6,306 from the total 
figure, which leaves 20,000 as the number of money-lenders for 26,528 


villages in the Presidency. We have been told that from some places 
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the money-lender .has disappeared and that in many planes a Single 
money-lender serves the needs of a group of villages, This shows that 
the approximate estimate given above is not an over-estimate. Neither 
■can it be regarded as an under-estimate, as in the sphere of rural finance 
the money-lender is bv no means a negligible factor. 

The money-lender, or sowcar, generally does his business with his own 
■capital, supplemented at times by borrowings from the urban money¬ 
lender or a city shroff. Often he keeps a village shop and supplies goods 
■on credit and recovers his dues in cash or kind. He has hereditary 
•connections with the agriculturist whom he is willing to finance, and 
whom the co-operative society is often unable to help. He is prepared 
to lend at all times of the day and he asks no inconvenient questions 
about the object for which the loans are raised. He is often content, 
to lend on personal security. There is thus that close touch with 
the borrower which is lacking in the relations of other bankers with 
their customers. 

A detailed account of the money-lenders will be given in Chapter XIV. 

42. Co-operative banks are theonly banking institutions for which full 
and detailed information is available. The statistics 
Co-operative published by them give information about their 
capital, reserve, deposits and advances. 
Had similar information been, available in the case of joint stock and 
indigenous bankers, it would have enabled us to judge the adequacy of 
the available banking resources for meeting the requirements of each 
■district. 

Co-operative societies and banks constitute an important element in 
the banking organisation of the Province. They may he classified under 
two heads--agricultural and non-agricultural. 

The Agricultural co-operative movement is meant to help in the 
provision of agricultural finance. Its unit is the agricultural co-opera¬ 
tive credit society with unlimited liability. The operations of a society 
are generally restricted to one village, hut sometimes, though rarely, 
•embrace more than one. Normal credits are fixed on the basis of the 
members’ requirements and the managing committee are empowered to 
grant loans as needed. Loans for purposes other than productive are 
not generally encouraged. The society obtains its funds, to some extent, 
from its paid-up share capital, and from members’ and non-members’ 
deposits, but its main source of finance is the Central Co-operative Bank 
which provides the necessary cash to these village societies. There were 
4,309 such societies in the Province in the year 1928-29 with a total 
paid-up capital and reserve of Rs. 61 lakhs, members’ deposits oi 
Rs. 73 lakhs, loans advanced during the year amounted to Rs. 165 lakhs, 
and the outstandings were Rs. 304 lakhs. 

Above the village society, and acting as its banker, is the District Central 
Co-operative Bank. This institution-is intended to advance loans mainly 
to the village societies. Its finance is derived from the deposits of 
members and non-members and to some extentfrom loans by the Bombay 

mo v 5—3 a 



Provmcial Bo-operative Bank, which acts as an. apex bank for all these 
District Central Banka. There were 19 such banks in - the Province at 
the close of the year 1928-29, with a total working capital'of Rs. 266 lakhs 
and loan operations amounting to Rs. 115 lakhs. 

The Bombay Provincial Co-operative Bank is the apex bank on which 
depend the other co-operative banking institutions in the Province for 
financial assistance. . It has 27 branches in the Province through which 
it has direct relations with the village societies in the districts not 
served by district banks. Its working capital was Rs. 184 lakhs, and 
its loan transactions Rs. 96 lakhs at the end of the year 1928-29. 

The urban side of the co-operative movement is represented by non- 
agricnlturalcredit societies, prominent amongst which, from the view point 
of banking, are urban hanks. The co-operative urban bank is generally 
an institution with limited liability, and its funds are largely derived from 
deposits. It finances the small trader and the small industrialist. There 
were 70 such banks in the Province with a total working capita] of Rs. 249 
laldis, and loan transactions amounting to Rs. 199 lakhs, during the year 
1928-29. 


GOVEBITMKNT. 


43. Government play the role of a credit agency only in so far as they 
make advances to agriculturists under the Agricul¬ 
turists’ Loans Act and the Land Improvement Loans 

Act. Such loans are made at moderate rates of interest (now 6‘75 per 
cent.) either for meeting the agriculturists’ current needs, or for their 
special needs, or for carrying out works of land improvement. Recently, 
however, advances under the first Act have been restricted^ in ordinary 
times to certain special tracts and backward classes, or to small special 
needs as those due to famine and flood, and tagam advances are 
ordinarily made mainly for purposes of land improvement. 

44 . In our enumeration of the existing credit agencies for the Province 

we have to take into account several other,agencies. 

Other Agencies. exporting firms and merchants, adqtyas or 

!ialals and landlords who make advances to .the cultivator during 
the process of production or marketing, also karkhandars, who finance 
small industries. It is not possible, however, to form even an 
appro xim ate estimate of the extent of their transactions. In certain 
districts the operations under one or other of these agencies must be 
considerably large. 

Industrial finance in the Province is facilitated to some extent by an 
institution peculiar to this Presidency, viz., the managing’ agency system. 
Individuals or groups of individuals with large banking resources or 
sufficient credit undertake to provide the current expenses of organised 
industries, such as the textile mills, and in return obtain a percentage 
on the sale of goods produced by those mills. They provide themselves 
with funds either from their personal property or from friends or by 
inviting public deposits on which they pay a handsome rate of interest. 
The extent of finance thus provided is very considerable, but no detailed 
statistics can be furnished. 
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• One other credit agency'may be mentioned. There were, during the 
year 1927-28, eight private loan companies with a total paid-up capital 
of Its. 188 lakhs. The business of such concerns is to lend money, 
negotiate loans and to deal in bills of exchange, but like the private 
banks they also undertake business as contractors, merchants, manufac¬ 
turers, traders and commission agents. 
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CHAPTER IV. 

Agricultural Ijtdebtekness. 

45. One of the most important problems 'connected with the question 
of the rural economy of the Province is that of the 
Previous indebtedness of the agricultural classes. A very 

Inquiries. large proportion of the agricultural population is- 

born in debt, lives in debt and dies in debt. We propose in this chapter 
to examine the volume and distribution of indebtedness and to deal with 
its causes and the sources from which and the conditions on which loans 
are obtained. 

No reliable estimate has yet been made of the total agricultural 
indebtedness of the Province, as a whole. It is, in fact, extremely 
difficult to frame such an estimate unless elaborate house-to-house 
inquiries aie made in a large number of villages throughout the 
Province. Even then the information will not be quite accurate, as 
many agriculturists themselves have no clear recollection of their own 
liabilities, and even when they have it, they are naturally averse to 
disclosing the facts, especially to an investigator who has not won their 
confidence. Nor can reliance be placed on documentary evidence, for 
it has been found that, in many cases, the amounts mentioned in 
registered documents are not correct-. As we point out in Chapter XII, 
mainly as a result of the working of the Dekkhan Agriculturists’ Relief 
Act, the amounts shown in such documents are much in excess of those 
actually advanced, and many a mortgage is disguised as a sale deed. 
There is, besides, no source of information regarding repayments, except 
the books of money-lenders; which they are often unwilling to show, 
and the word of the borrower, which is not always reliable. Loans 
advanced on promissory notes and by oral agreement are not recorded 
anywhere. 

Some broad generalisations about the state of indebtedness in 
certain parts of the Province have been made in the course of other official 
inquiries carried out in the past. The Commission, which was appointed, 
to inquire into the causes of the Deccan riots of 1875, calculated that, in 
the districts concerned, one-third of the population was involved in 
debt, and that two-thirds of the debt was secured by mortgage. It 
•estimated the total amount of debt at 18 times the land revenue. The 
Famine Commission of 1901 thought it probable that at least four-fifths- 
of the cultivators in this Province were in debt to some extent. Calcula¬ 
tions have also been made by various agencies regarding the rural 
indebtedness of the whole country. The Famine Commission of 1880 
surmised that one-third of fhe land-holding class in India generally was 
inextricably involved, and that at least another third was in debt, 
though not to a serious extent. Sir E. Maclagan 1 estimated the total 
debt of this country in 1911 at Rs. 300 crores, and fifteen years later, 
Mt. Darling 2 put the figure at Rs. 600 crores. 

'Agricultural Indebtedness in India , 291 7- 
-The Punjab Peasant in Prosperity and Debt. 
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The problem of agrieTdttiiftri^cbtediieSB is hot 4' new one. nor jb 
it. confined to this country. In fact, in almost every country in the 
world, particularly where peasant proprietorship prevailed, tbe agricul¬ 
turist, in the past, found it necessary to borrow as he does now. It is 
true that in a self-sufficing village organisation, the need for borrowing 
was not as great as it is at present, but there was some need for it even: 
then. Thus the money-lender has existed for centuries and has formed 
an integral part of the village economy. With the introduction of the 
new system of administration and judicial procedure under British 
Rule, which we refer to elsewhere, the agriculturist’s credit increased 
and with it his indebtedness and complaints about the pressure of 
debt were heard even as early as the middle of the last century. 
We thus find Captain G. Wingate, Revenue Survey Commissioner, 
complaining in 1852 that all grades of people were falling under the 
curse of debt and that unless things altered, the greater part of the 
property of the community would be transferred to a small mopeyed 
class and the bulk of the population impoverished. 

46. In Chapter II, we have divided the Province into five more or leas’ 
natural regions. For the purpose of ascertaining 
boownq. volume of indebtedness,’however, We found it 

necessary to group different parts of the Province into ten tracts, 
on the basis of similarity in (1) soil, (2) rainfall, (3) crops and 
(4) agricultural and business efficiency. 

Thus Gujerat is divided into two tracts—North Gujerat and South 
Gujarat—the dividing line being the river Narbada. Unlike North 
Gujerat, South Gujerat is immune from famine and has also, on the 
whole, a superior soil. The two districts of Khandesh, which have been 
described in Chapter II as a sub-region of the Maharashtra, together with 
the contiguous cotton growing tchulcas of Malegaon and Nandgaon of the 
Nasik district, have been taken as a separate tract. The rest of the 
Maharashtra, and the whole of the Karnatak, except the districts of 
Sholapur and Bijapur, have beendivided into three sub-tracts, The hilly 
portion with a poor soil but an assured rainfall is grouped with the- 
J£onkan where conditions are similar. The strip of land within about 
forty miles to the east of the Sahyadri constitutes a transition between the 
regions further east and the Konkan, and is treated as a separate tract.. 
Here the soil and cultivation are superior to those of the Konkan tract 
and the rainfall, though not so plentiful and certain as in the latter, is 
not precarious. The large areas including the Sholapur and Bijapur 
districts to the east of the transition tract form a distinct tract with 
a highly uncertain rainfall. A part of this tract growB cotton- 
The area is, therefore,' divided into (1) Famine tract (non-cotton) 
and (2) Famine tract (cotton growing). The Barsi taluJca, which 
is distinctly better than the rest of the Sholapur district, is 
included in the transition tract. Again, the most important canal areas 
in the Presidency proper have been formed into a separate group. 
These are situated in famine districts but grow rich crops which require 
a large amount of capital. In this group are also included the Bassein, 
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ialuka of the Thana district and the Sirsi and Siddapnr talubas of the 
Kanara district as all the three grow rich .crops requiring considerable 
finance and as the proportion of the acreage under these crops to the 
total croppediarea is considerable. Lastly, the areas inhabited by the 
aboriginal tribes have been grouped together in a separate aboriginal 
tract in spite of some dissimilarity in climatic conditions. The 
financial needs, the credit position and the economic outlook of the 
bhils of the Panch Mahals district bear greater resemblance to those of 
the bhils of the distant district of West Ehnndesh than to those of the 
other agriculturists in the neighbouring talukas. As regards Sind, the 
whole region has been taken as one tract. The map facing page 39 
will show at a glance the ten tracts which for the sake of convenience 
are named as under :— 

X. Worth Gujerat. 

2. South Gujerat. 

3. Khandesh. 

4. Konkan. 

5. Transition tract. 

6 . Pamine tract (non-cotton), 

7. Famine tract (cotton growing). 

8 . Canal tract. 

9. Aboriginal tract. 

10 . Sind. 

47. The information regarding agricultural indebtedness containedin 
this chapter has been obtained from (1) the reports 
Material used. 0 f intensive economic surveys of the five villages* 
in the Broach and Dharwar districts conducted by our investigators 
and the reports and statements prepared after house-to-house 
inquiries in 53 villages by persons specially entrusted by us with 
the work, (2) reports for 199 villages received from the officers of 
the Revenue and Co-operative Departments and others who at our 
request carried out investigations, some of which are based on house-to- 
house inquiries and (3) publications regarding inquiries into the economic 
conditions of eight villages.f For the Presidency proper, the number 
of families for which information was available from the three sources 

* The five villages are situated in different, tracts and are wore or less representative 
of those tracts. The following are the names of the villages with the tract! 
they represent :■— 

Village. Tract. 


North Gujerat. 

South Gujerat. 

Konkan. 

Transition tract. 

Famine tract (cotton growing). 

f Land and Labour' in a Deccan village by Dr. H. H. Mann, Study No. 1 and Study 
No. 2. Report of an Economic Survey of Aladar village, Wagra Taluka, by 
Mr. Q. C. Mukhtyar. Life and Labour of a South Gujerat village by Mr. G. C. Milkhtyur. 
A Social and Economic Survey of a Konkan village by Mr. V. G. Ranade. Report on the 
investigation of the Economic Condition of the two villagcB, Pangri and Khedgaoh, 
by Mr, R. W.- Patwardhan. Some Village Studies'by Messrs. Ghurye and Deshpande. 


1. Khanpur Deh, 

2. Sajod. 

2. Adviaomapui 1 . 
4. Sangur. 

5.. Bhadrapur. 
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■was 2,501, 7,709. and 1,479, respectively, i.e., 11,689 in all. For Sind, 
information was available only from the first source for 4,090 families. 
The information collected by our investigators and by persons specially 
•entrusted with that work and the information contained in the publica¬ 
tions mentioned. above may be taken as fairly reliable. Other information 
cannot be considered equally trustworthy for, though gathered from 
local sources, it is to some extent based on guess work. The material 
that appeared to us to be unreliable has been left out of account. 

48. The tracts mentioned above are treated separately. Prom the 
information available we have taken the averages 

Method op Cal- for each group in regard to indebtedness per head, 
cuLATiott. debt per acre and debt as multiple of land assess¬ 

ment and applied these as bases for arriving at the indebtedness of that 
group. For the Presidency proper, the. agricultural population of each 
tract is multiplied by the average amount of debt per head and that 
gives a figure of indebtedness for the group concerned. Similarly, the 
Average debt per acre, and the debt-multiple of land assessment are 
multiplied, respectively, with the total net cropped* area and the total 
land assessment of the group, and two separate figures of total 
indebtedness are thus arrived at. Debt per acre and the debt-multiple 
•of land assessment, include the debts of those who have no lands. 
The burden per acre and per rupee of land assessment will, therefore, 
appear higher as the debts of landless persons also will spread over the 
acreage and land assessment. 

For Sind, the estimate of total debt on the basis of debt per head 
is made on the same lines as in the Presidency proper. But the debt 
per acre and the debt-multiple of land assessment are calculated from 
the debts of landholders only as ascertained through village inquiries. 
These were used for arriving at two separate estimates of total 
indebtedness of the landholders of Sind. Again, the average debt per 
landholder is multiplied by the number of holders for finding out the 
indebtedness of their total. Further, the average debt per landless 
person is multiplied by the number of cultivating tenants, unclassified 
cultivators, farm servants and labourers and their dependants. The 
resulting figure which represents the indebtedness of landless persons 
is added to the three separate figures of the debts of landholders 
■obtained by three different methods to arrive at the total indebtedness 
•of Sind. 

Except in one or two tracts the estimates arrived at through the 
methods mentioned above did not show great variations, and for the 
Province as a whole the variations were inconsiderable. In a majority 
of tracts, the figures of debt ascertained through the debt-multiple of 
land assessment; were accepted practically without alteration. In 

’Net cropped area was preferred to cultivated area as it was found that in some districts 
the area undercrop was much smaller than the cultivated area, e.g., in Ilatnagiri, only 
about 25 per cent, of the cultivated, area was under crop. As tlie villages selected for our 
inquities did not show any such disproportion between the,two kinds of areas, it was 
thought safer to take the net crooned area as the basis for generalisation about the 
volume of debt. 
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others it was thought proper to make some changes after taking into 
account factors such as the types of the villages under inquiry, tenure 
of land, etc. To the figures so arrived at is added a lump sum to 
cover the debts of certain holders of alienated land who were not 
.included in the village enquiries. 

49. The results of these calculations are embodied in the following 
Total debt. table :— 



Number of 
agricultural 
families! 1 5 


Debt 

per 

family 

Net debt per* 
acre 

Average 

Land 

assess¬ 

Debt- 

multi¬ 

Tracts 

Total debt 

Net 

cropped 

Culti¬ 

vated 

ment 

per 

culti¬ 

vated 

acre 

ple* oi 
land 
assess¬ 
ment 




Rs. 

He. 

• 

Rs. 

Rs. 


.North Gujerat 

2,20,40D 

7,50,00,000 

•340 

24 

20 

1*5 

13 

South G 111 erat 

77,000 

4,25,00,000 

551 

52 

62 

3 ? 2 

15- 

Khandeyli 

2,04,200 

14,00.00,000 

C85 

42 

. 40 

10 

25* 

Ron k an 

5,17,000 

7,00,00,000 

1S5 

26 

13 

1*1 

12- 

Transition tract .. 

2,40,000 

6,50,00,000 

270 

18 

•13 

0*0 

14 

Famine Tract (non- 
ootton tract) 

2,20,000 

6,40,00,000 

245 

8 

* 

O'5 

12- 

Famine tract 

(cotton growing) 

1,40,000 

6,00,00,000 

428 

16 

13 

06 

22 

Canal tract 

1,10,000 

5,25,00,000 

477 

35 

29 

1-4 

21 

Aboriginal tract .. 

72,000 

2,50,00,000 

347 

24 

18 

OS 

20 

” * 

Presidency proper .. 

18,00,600 

58,40,00,000 

Jri ’A -Jji'v* A,' ■ 

824 

21 

17 

1 

17 

Sind 

6,55,300 

17,00,00,000 

250 

42 

10 

U2 

16 

Presidency Includ¬ 
ing Sind . 

24,58,400 

75,40>00,00O 

806 

24 

IS 

1] 

16 

Debts of person 8 
with alienated 
land revenue, not 
otherwise taken 
into account 

_ 

5,80,00,000 

' 





"Whole Province 

inclusive of all 
tracts and debts.. 

24,66,400 

81,00,00,000 

320 

26 

20 

V3t 

I5t 


The total agricultural debt of the whole Province thus works out at 
Rs. 81,00,00,000. We repeat, however, that although great care was 
taken in arriving at the estimates, the conclusion is based on generalisa¬ 
tions and can have no pretension to absolute accuracy. 

60. The debt works out at fifteen times the total land assessment, 
, and at Rs. 26 and Rs*. 20 per net cropped acre 

U IS TlttRRTTftX A ____ a *• 

and cultivated acre, respectively. The average 
debt per family comes to Rs. 329. The total debt forms about 53 per 

•These are worked oat from the figure* of total debt which Includes the debt* of landless as well 0* 
landholding persons. ► 

t ’i'hcBe figures are baaed on land revenue inciudln^ alienated land tevenae, 

0)A family I* taken to consist of five members. 








cent, of the average value of the total agricultural produce of the 
Province and is nearly two and a half times the annual cash require¬ 
ments for agricultural operations. The total indebtedness of Sind hears 
a lower proportion to its annual financial agricultural requirements. 
This is due to the fact that the average Sind agriculturist depends more 
on the money-lender for his current agricultural needs than does his 
confrere in the Presidency proper. 

Khandesh has the largest burden of debt per family. South Gujerat 
stands second, and the canal tracts third. The figure for the canal tract 
is somewhat lower than would ordinarily be expected, but it is to 
be-remembered that, in such a tract, the acreage under canal irrigated 
crops, especially rich crops like sugar cane, forms only a small proportion! 
of the total cropped area in the tract. The number of families 
growing those crops is also small, compared with the total number 
of families in the tract. Sind, which is supposed to be heavily indebted, 
shows an average of Es. 259 which is lower than that of any other 
tract except the Konkan. This appears to be due to the fact that the 
proportion of landless to landholding persons is larger in Sind than in 
any other tract and the average debt of the landless community is lower 
than that of the landholders. The Konkan stands at the bottom with 
the average of Es. 135, probably because the income of the agriculturist 
is supplemented by earnings outside and because the financial require¬ 
ments for carrying on agricultural operations are small. 

The indebtedness per net cropped acre is heaviest in South Gujerat 
the amoupt being Es. 52. Khandesh and Sind stand next with Es. 42.. 
The lowest average per acre is found in the Famine tract (non-cotton) 
with Rs. 8 only. The Konkan, Transition and.Famine (cotton growing)' 
tracts have an average of Rs. 13 and stand above the famine tract (non¬ 
cotton). We may, however, point, out that higher indebtedness per 
acre does not necessarily mean a correspondingly heavier burden: An. 
acre of good land may require large capital and yield good income 
whereas an acre of inferior land may require less capital and yield less. 
From the point of view of assets also, an acre of land denotes different 
values at different places. An acre of land in South Gujerat may bear 
a burden of Rs. 52 with greater ease than would an acre of land in the 
Eastern Mahals that of Rs. 24. 

51. Turningnow to the question of the debt-multiple of land assess¬ 
ment, we may observe that it would indicate the 
L^ E n T AsJr^^NT. 01 capacity to bear the burden of debt bcttei than any 
other test. From this point of view, Khandesh takes 
the first place with a debt-multiple of 25 followed by the famine (cotton 
growing), canal and aboriginal tracts with 22, 21 and 20, respectively. 
These figures go to show' that cotton-growing areas in the Deccan and the 
Karaatak have debts even heavier than the canal areas. It has to he 
remembered, how'ever, that if only irrigated lands were taken into 
consideration the debt-multiple would be much higher in the canal areas. 
Besides, for canal lands the debt-multiple of mere land assessment 
would not reveal the correct position. The irrigation charges paid by 
the agriculturist will also have to be taken into account. For the 



44 


villages where such enquiries were made, the debt-multiple of both land 
assessment and irrigation dues came to 8 only. It is not suggested, 
however, that this debt-multiple would mean the same thing as a 
corresponding debt-multiple of land assessment in the case of ordinary 
lands. 

The debt-multiple for the aboriginal tract is fairly high: Our inquiries 
showed that this multiple was much higher in the case of villages where 
the old tenure was prevalent. In several cases the multiple went beyond 
100, indicating that the backward bhil or would borrow up to'the 

maximum limit of his credit. In villages where the land was held on the 
restricted tenure, indebtedness was naturally much less. 

For Sind, the debt-multiple is 16, but if the debts of landless persons 
are excluded, the multiple works out at 10 only. 

Our intensive surveys and other enquiries show certain other tenden¬ 
cies also. The coastal tract of the Broach district—and this is probably 
true of the rest of Gnjerat—is more heavily indebted and involved than 
the inland tract. The following table indicates the difference :— 


Tract 

.Amount 
per head 

' 

| Amount 

J per acre 

| 

Multiple 
of land 
aasess- 
| ment 

Percent¬ 
age of 
debt to 
the value 
of total 
annual 
produce 

Percent¬ 
age of 
families 
free from 
debt 

i 

I!s. ’ 

1 

Re. 




Coastal tract .. . . I 

152 

49 

18-7 

■170 

12-5 

Inland tract 

SO 

29 

7-2 

63 

27-5 


52. Our investigator in Dharwar conducted intensive surveys at 
three villages- one situated in the famine tract 
. micial iNfjuiHtEs. |- co ^ on -growing), one in the transition tract, and one 

in the hilly tract included by us in the Konkan. The tendency regarding 
distribution disclosed by these surveys is that the volume and incidence 
of debt falls as one passes from the famine (cotton-growing) to the Konkan 
tract. This result is in agreement with the results obtained for the whole 
tract, as will be seen from the following table 


l 

1 

General results 

Intensive surveys 

Debt 

Famine 

tract 

(cotton 

growing) 

Transi¬ 

tional 

tract 

i 

Konkan 

1 tract 

F amine 
tract 
(cotton 
growing) 

, ! 

Transi¬ 

tional 

tract 

Konkan 

tract 

, 

Ba. 

Ks, 

Rs. 

Rs. 

Rs. 

Fus, 

Average debt per family 
Debt-inultiple of ' land 

350 

200 

155 

500 ! 

225 

ns 

assessment 

20 

16 

12 

23 

16 

i 

7 
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In the Sukkur distinct of Sind, the three iolujcas of Mirpur Mathelo, 
Ubanro and Rokri, parts of which consist of hills of -wind blown sand,, 
have heavier debt and are more heavily involved than the rest of the 
district. The following comparative figures will make this clear :— 

Sukkur District. 


Areas 

Amount 

per 

head 

Amount 

per 

acre 

Debt- j 
multiple 
of land 
assess¬ 
ment 

Amount 

per 

land¬ 

holder 



Rs. 

R.b. 

Kb. 

Rs. 

Mirpur Mathelo, Ubanro and 
talukas 

Rohri 

61 

64 

21 

520 

Rest of the Sukkur district 

•• 

43 

27 

6 

284 


53. It may be remarked that the debt-multiple of land assessment 
does not give a correct idea of the incidence of debt 
Lasdhol»srs st ’ rAT ' 1, in the case of the small holder. The incidence oh 
~‘ J ' 1,1 debt in that case can be best judged not through 

the relation of debt to the va]ue of assets, but through the relation of 
debt to net income. In the Presidency proper, land actually cultivated 
by the smallholder is, as a rule, larger .than the holding owned by him. 
The net income of the small holder may, therefore, be higher than what is 
indicated by the land assessment he i-iays. Hence no general comparison 
between the incidence of debt in the case of the larger landholder, 
and that of the small holder is attempted. Our inquiries in 
three villages in the Dharwar district, however, gave the following 
figures:— 

Average debt considered in relation to holders of different sizes and 
cultivators of different sizes of land. 


Name of the village 

Size of 
holding 
in acres 

Average 
debt per 
family 

Average 
debt per 
acre owned 

Average 
debt per 
cultivat¬ 
ed acre 

Remarks 

Advi so map ur 

I)o. 

Sangur 

Do. 

Bliadrapur 

Do. 

Over 10* 

10 & under 
Over 20 

20 & under 
Over 30* 

30 & under* 

Rs. 

70-1 
; 126-4 

736-5 
176-7 
1,106-6 
208-7 

Rs. 

3-3 
23-4 
17-7 
25-9 
17-5 
27-S 

Rs. 

4-3 

14 8 
18-0 
7-S 
17-1 
14-1 



•A holding consisting of 10 acres or less, has been taken to be a small holding for Advi- 
aomapur, The limit is plaoed at 20 and 30 for Sangur and Bhadrnpar, respectively. 





It would appear Irom these figures that in two out ot throe cases the 
agriculturist with a smallholding is not more heavily involved than the 
agriculturist with a larger holding, even if allowance were made for the 
fact that his income from an acre leased and cultivated by him is smaller 
than from an acre owned and cultivated by him. On the, other hand, 
the landless cultivator is worse off than the small holder in one village 
only. 

As regards average debt per landholding and per landless family, we 
find that- the figures for Sind are Rs. 570 and Rs. 189, respectively. 

54. The percentages of families free from debt to the total are 

Families free mentioned below for those tracts for which fairly 
from Debt. reliable information is available :— 


Name of tract 

North Gujerat 
South Gujerat 
Konkan 


Percentage of families 
free from debt 

21 

23 


29 


Sind 


13 


The percentage for the Konkan is not so reliable as that for the other 
three tracts. For other tracts the information available is too scanty 
to be used as a basis for generalisation. The percentages for the five 
villages which were the subject of intensive surveys are :— 


Village 

Khanpur 

Sajod 

Bhadrapur 

Sangur 

Advisomapur 


Percentage of families 
free from debt 

6-2 

17-- 

333 

36'5 

37-8 


It may be noted that families with land show a lower percentage of 
freedom from debt than do those without lands as can he seen, from the 
following statement:— 


— 

Bhadrapur 

Sangur 

Adyiaoma- 

pur 

Percentage of landholding families free from 
debt t.o the total of such families 

22-6 

27-1 

34-6 

Percentage of landless families free from debt 
to the total of such families 

52-4 

50'7 

i_; 

35-7 

i 


This, however, is not true of Sind, where the percentage of landless 
families free from debt to the total of such families is a little less than 10 as 
against the general percentage of 13, which is the percentage of families 
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free from debt, to ail lamilieiy This indicates a higher percentage than 
13 for landholding families. Landless families raise the general percent¬ 
age of families free from debt for the Presidency proper and lower 
it for Sind, 

55. Ganses of Indebtedness .—Rural indebtedness forms a melan¬ 
choly feature of the general economic condition 

General Economic of the agricultural population, The pressure, 
■Conditions. ot population on the land and the uneconomic 

size of the unit of cultivation have rendered 
the financial position of the cultivator very unsatisfactory. The 
.small and scattered holdings, which do not give him full 
occupation throughout the year, and the lack of subsidiary industries 
from which he might be expected to supplement Ms income, compel 
him often to borrow to make both ends meet. The difficulties are 
■enhanced by the vagaries of the monsoon which hit Mm hard, especially 
in tracts liable to famine where on an average only one out of three years 
is good. Apart from the expenditure on ceremonials, bad seasons 
■constitute the most important factor that compels the agriculturist to 
borrow. The preyailing lack of education and the fatalistic attitude of 
mind make people indifferent to debt. Indebtedness is regarded as 
inevitable and little attempt is made to get rid of it. Amongst the large 
landholders a big debt is as often regarded as a sign of prosperity as of 
adversity, and so long as the landlord is well-nourished, well-clothed 
and well-housed and has as many cattle and servants as he wants and 
•enough, ready money for a wedding or a feast, indebtedness causes 
him no anxiety. The money-lender is only too pleased to advance 
him money, so long as there is adequate security, to extract as much 
from him as he can, taking advantage of Ms unbusinesslike habits. 
.Many of the debts are generally old and grow at compound interest 
■and fresh advances go on accumulating, rendering the account 
Exceedingly complicated. It is different with the small agriculturist. 
His requirements are comparatively small, He does not and cannot 
borrow large amounts as the security that he can offer is poor. He can 
borrow only at high rates of interest and if once he happens to borrow 
in excess of his limited repaying capacity, or if some unforeseen 
■circumstances prevent him from repaying his debt in time, Ms liability 
swells to an alarming extent. Once embarrassed, heavy and 
■cumulative interest charges make it very difficult for him to extricate 
himself. 


50. An cestral debts generally form a large part of the cultivator’s 
liabilities. These arc handed down from father 
Ancestral Debts. ^ son . jj Yen w hen this debt is overwhelming, 

the agriculturist rarely thinks of repudiating it, though strictly 
under the law he may not be liable for it and has the power to 
■declare himself insolvent. This disinclination to repudiate ancestral 
•debt is due chiefly to the agriculturist’s sense of honour, but partly also 
to the fear that such repudiation might lead the sowcar to refuse ifcy 
further advances to him. 
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57. The cultivator is generally frugal. Often, Ms apparent 

improvidence is born of sheer necessity and does 
Improvidence, no £ cona j s p i n extravagant expenditure or mis¬ 
application of income ; it is rather the short-sighted imprudence of a 
man ready to relieve present necessity by discounting future income on 
any terms. His extravagance is limited to an occasional marriage 
or festival. Such expenditure, though incurred only once or twice 
in several years, is so heavy that it often cripples him for life. Social 
custom rather than his personal inclination is responsible for such 
expenditure. His chief fault lies in not laying by in a good year what is 
necessary to meet the visitation of a bad season. His unbusinesslike- 
habits and his mixing up of loans for productive and unproductive 
purposes are other drawbacks. The increased values of land have 
expanded his credit aud debt always follows credit. With increase in 
credit the debt of the cultivator has a tendency to increase. 

58. | Another cause is the partial withdrawal of the better class of 

money-lenders from the rural areas which are now 
Decrease in number p naTlce( | to a large extent by the class of small 

OS' MONEY-LENDERS. . ,, . i 

so wears who are generally the more unscrupulous. 
In the absence of suitable avenues for employment, a growing number 
of people resort to money-lending and become middlemen. The 
goodwill of the ryots is no longer necessary for the prosperity of the- 
money-lender. Mutual confidence and mutual trust have given way 
to mutual distrust and dislike. It is no longer necessary for the 
money-lender to depend on the good faith or honesty of the farmer. He 
has the ever-ready expedient of a suit at law. 

59. IPurcliase or lease of Land at heavy prices has also been a fruitful 

source of the agriculturist’s indebtedness. The tem- 
Pcrchase and lease poraxy inflation of credit with the corresponding rise 
0P r 4M ' in prices during aiidaf ter the War put some money in 

the pockets of agriculturists. This led them to invest in land on the basis 
of the then prevailing prices. When there was a Blump in prices and credit 
was contracted, purchasers or lessors of land found that even the whole 
of the income from land was not enough to pay the interest on borrowed 
money or to yield more than a small return on the capital invested. 
The high prices also led to a temporary increase in the cost of cultivation 
and to a rise in the standard of living. With the fall in prices, 
there has been no corresponding decrease in either of these, so- 
that while expenditure has permanently increased, income has; 
diminished. 

These are the general causes for the debt for the Province as a whole,, 
but, as may be expected, they are not equally operative in all the districts 
or even in different tracts of the same district. We give below some 
information on this subject collected by us during our intensive inquiries- 
in Broach and Dharwar. 

Por the two villages of Kbanpur and Sajod, situated in 
two distant parts of the Broach district, the volume of indebtedness 
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and the purposes for which the loans were taken are given in the following 
statement : - - 


Objects and Amounts of Ddebts 



Khanpur 

| Sajod 

Objects of Debt. 



1 

1 


Amount ( 
i 

Percentage 
to total 

I Amount 

i 

Percentage 
to total 


As. 

i 

Us, 


Repayment of earlier debts 

28,727 

14-3 

6,891 

4-4 

Famine and other distress; 

ti3,"8U 

31-9 

41, (550 

26’8 

partial failure of crops of 





1928-29. 




21-4 

Agricultural expenses 

42,433 

21'2 

33,315 

Purchase of land 

7,065 

3-5 

3,249 

2-1 

Construction of houses and: 

29,024 

1,10 

31,405 

20-2 

repairs. 

Marriage and other ceremonials 

1 

28,110 

j 14'1 

30,043 

1 25-1 

• 

[ 

2,00,039 

ICO 

■ 1 

1,55,613 

100 


Unfortunately, owing to floods, frost and partial failure of the monsoon, 
the last two or three years have been abnormal and in consequence the 
figures underfamine and distress ” and also under “ construction of 
houses and repairs ! ’ have been very high in both the villages. It will be 
seen that marriage and other ceremonies are responsible for a large 
proportion of the borrowings. In Sajod, the expenditure under this 
head was even higher than that on agricultural needs. 

For the three villages in Dharwar the figures are as under 



' 

Blijidrapfu 

gaotfiir 

Aflvieompur 

SkriiU 

No.- 

Objects oi debt 

Auumn t 
oi debts 

Percent¬ 
age to 
total 

Amount 
of debt 

Percent¬ 
age to 
total 

Amount 
of debt 

Percent¬ 
age to 
total 



Re. 

-m. 

JU. 

». 


Its. 

a. 


1 

Current agricul¬ 
tural need*. 

26,310 

17*23 

6,536 

0 

13*63 

2,119 

3 

19*8 

2 

Laud improve¬ 
ment and pur¬ 
chase of land. 

13:072 

9*32 

1,334 

0 

3‘S 

60S 

0 

4’ 7 

3 

Domestic re<idire- 
inentjj. 

15.21U 

io-1 

5,406 

3 

25*7 

1,306 

a 

I7 f 2 

4 

Payment of old 
debt. 

30.847 

20-32 

8,940 

0 

•25'97 

790 

0 

7*6 

5 

Tnwle 

5.615 

3-0 

2,398 

0 

7*0 

75 

* 

0*7 

6 

Marriages and 
other ceremo¬ 
nials. 

25,98-5 

17-1 

7,860 

0 

21-4 

4,341 

0 

45-0 

7 

Litigation 

28,075 

IS* 7 

1,000 

0 

2* 9 

39 

0 

o-ft 

3 

■Miscellaneous -. 

6,014 

8*63 

1,55*2 

Cl 

4 6 

370 

0 

3-6 

■ 

Total .. 

1,61,458 

100-0 

34,616 

8 

100*0 

10,608 

3 

loo-U 







At Bhad,rapur, a village in the black soil tract, a large part of. the 
debt taken for current agricultural purposes remains outstanding on 
account of its liability to scarcity. This also explains why loans for 
payment of rent predominate in. this village. High rents combined 
with repeated scarcity conditions are responsible, among other reasons, 
for the growing indebtedness of the peasantry in this tract. That is 
why the people in this tract spend less on the maintenance of bullocks, 
and more on bunding, than in other tracts. Fodder is scarce, and it is 
necessary to preserve what moisture they can get from the insufficient 
rainfall. The figure for Bhadrapur includes a large amount under the 
head “ Litigation.” 

Another interesting point which may be noted concerning both 
these districts is that the amount shown as ancestral debt is compara¬ 
tively small. This is mainly due to the fact that such debts are very 
often renewed by execution of fresh bonds and are then included in 
current debts, and partly to the fact that they are sometimes classified 
according to the purposes foT which they were originally taken, and are 
shown under different heads. 


The information collected from agriculturists regarding the 
■objects of their debts should be accepted with caution. In the first 
place, the average agriculturist is indifferent about the different 
purposes for which ho borrows and hardly ever remembers details about 
his borrowings accurately. Secondly, he has almost invariably a running 
account with the sowcar wherein his repayments gotowaTds the discharge 
of the oldest debt' and fresh loans appear as outstanding, whatever the 
objects for which the debts may have been incurred. For instance, let us 
assume that an agriculturist! borrows fits. 300 for a wedding. Later, he 
borrows Rs. 150 for seed or manure. At the harvest time he obtains 
Rs. 410 as sale proceeds of his crops. He pays the whole amount to his 
sowcar who credits Rs. 108 towards interest and the rest towards the 
repayment of the first loan. The outstanding of Rs. 148 would then 
appear to be a debt on account of seed and manure and not on account 
•of marriage although it is the burden on account Of marriage under 
which he is still groaning. 


60. Effects of Indebtedness .—One of the natural effects of indeb¬ 
tedness would be the transfer of land from 
Transfeb of land agriculturists to non-agriculturists. Information 
about such transfers is collected by the Revenue 
Department every five years and is embodied in 
the following statement, which shows the area held by agriculturists 
and non-agriculturists in each of the five divisions for the years 1917, 
1922 and 1927. 
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STATEMENT II. 


Quinquennial Statement of Holdings in Government. Area for the 
Revenue years ending 31st July 1917,1922. 1927. 



! 

Agriculturists 

Xbn - Agr ic ultur j st.s 

1H vision 

Year 

! | 

No. or 

Area held 

Xo. of 

Area held 

i ... _ . 









. Persons 

K-halsa 

In am 

Persons 

! Tvlialsa 

Tuam 




Acres 

Acres 


! Acres 

| 

Acres 

Northern Bivi- j 

1 

i i&i7 

! 

i 403,840 j 

| 1 

3,473,183 

i 

( 571,170 

78,887 

1 

i 720,360 

336,825 

siou, 

! (022 | 

! 434,007 

2,417,434 

549.108 

79 r UOO 

700,407 

372,756 


1027 i 

420,974 , 

2,360,102 

545.141 

80,638 1 

990,840 

362.042 


1917 | 

| 8.80,561 | 

: 11,727,436 

1,138,337 

77,248 

1,574,683 . 

242,940 

Central Phi- 





aion. 

j 102:! 

| 864,779 

13,662.165 

1,086,053 

76,408 

1,511,089 i 

251,287 


' 1* J 27 | 

0)5,310 

11,664,366 

1,093,429 

87,463 

l,r, 73,496 1 

231,088 


1 i 

; 1917 | 

666,305 

6.909,544 

1 

1,783.823 

29,330 | 

312,2b0 j 

31,624 

Southern Divi- 


aion. 

• 1922 

560,797 

6,931,840 

' 1,834,130 

20,235 

335,303 . 

60,402 


1927 | 

593,010 

j 6.799,007 

1,851,942 

31,496 

313.086 

38,189 


1917 

! 


i y<d in exifit 

iftCe. 



Bomlmv Bull HI- 


i 






ban Bivisioii 

!£>:■ 

2,80.7 

6,803 

23 

2,530 | 

11,815 

16 


102; 

j 2,302 | 

5,304 

0 

1,680 

10,323 j 

15 


1 1917 

1 166,098 

6,301,141 

55.3,356 

30,270 ’ 

846,311 

610 

Sind 





1922 

j 175,126 ^ 

6,407,011 

586,542 

33,306 | 

874,008 

82 


1027 

. 188,652 

i 

7,287,.709 j 

361,889 

30,008 

801,049 ! 

15,947 


The information given above is vitiated by one important 
factor. Until recently, there were no clear instructions os to how the 
classification was to be made and it was left, more or less, to the 
village officers to classify the holders as agriculturists or non- 
agriculturists, according to their own notions. In consequence, several 
persons were classified as agriculturists who did not really belong 
to that class. For example, successful money-lenders, who had 
acquired lands from their debtors, were pui dow r n as agriculturists. 
In the Dekkhan Agriculturists’ Relief Act an “ agriculturist ” is defined 
as one who derives his income principally from agriculture. The more 
successful the sowcar was in acquiring lands either from his debtors or 
by purchase, the more entitled he was to be called an agriculturist. 

In spite of such defects in classification, we find that in the 
Northern Division the area held by the agriculturists diminished during 
the ten years by nearly 1-jt lakhs of acres while that held by non¬ 
agriculturists increased by nearly two lakhs of acres. In the Central 
Division while the area held by the agriculturists decreased by nearly 
1,20,000 acres, that held by the non-agriculturists decreased by only 
12,000 acres. In the Southern Division the area held by both the 


M0Y6—4 a 
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agriculturists and non-agriculturists increased during the first quinquen¬ 
nium and decreased during the next, there being a net decrease ol 42.000' 
in the former case, and increase of 5,000 in the latteT. In Sind the area 
held by the agriculturists appears to have increased by 8,00,000 acres and 
that held by the non-agriculturists decreased by 30,000 acres during the 
last ten years. Figures for Sind arc, however, unreliable as there appear 
to have been serious mistakes inthc classification. It seems that in Sind 
even money-lenders and retired traders who, after giving up business,, 
derived their income from land acquired by usury or income derived, 
from other sources were classified as agriculturists. Many banias and 
others who appear in the records in 1915 as non-agriculturists were 
included amongst agriculturists in 1925. 


Aobicfl ruaiST 
Money-lendeb. 


Instances inr 

TRANSFER OF LAND. 


61. Another factor to be borne in mind in considering these figures 
1 is the rise of the agriculturist money-lender. We 

find that in the Southern Division especially he has 
begun to play a very important part. Land trans¬ 
ferred from an agriculturist debtor to an agriculturist creditor would 
find no place in the foregoing statement which would not, therefore, 
reflect correctly the. effect of indebtedness on the transfer of land from 
the debtor to the creditor. The.se figures, however, indicate a tendency 
that lands are passing from agriculturists to non-agriculturists, but ss 
they are not quite reliable it would not be safe to draw any definite 
conclusion from them. 

62. Two instances may be quoted to show that lands have actually 
passed into the hands of non-agriculturists. In his 
economic survey of a Konkan village Mr. V. G. 
Ranado found that out of 192 acres of the 

cultivable land in the village that once belonged to the old inhabitants 
of the village aB much as 111 acres ha'd been transferred to absentee 
landlords. The cultivating farmers at the time of the inquiry held 
only 78 acres of land and out of these, 64 were already mortgaged. This 
tendency is naturally more pronounced in backward tracts. From the 
inquiries carried out at our request by the District Deputy Collector, 
W. D., West Khandesh, in two mavchi villages it was found that in 
one village out of the 260 survey numbers which were in possession of 
mavchis in 1904, all except 137 had passed into the hands of sowcars and as 
holders of these 137 survey numbers were also in debt, most, of the remain¬ 
ing land was likely to be transferred to sowcars during the next few years. 
In another village out of 201 survey numbers 34 were on the old tenure 
and 172 on the new tenure. Out of the 34 survey numbers 23 have, since 
1911, already been transferred to sowcars and the owners of the remaining 
11 are heavily involved and will in all probability lose these lands 
before, long. The 172 survey numbers held on the new tenure remain 
with the mavchis. 


63. Debt itself is not always an evil, but it can only be justified in 
the light of the. purpose for which it is used. Most 
rraroae or mIt. of tlie detts of agriculturists in the Province are 
for unproductive purposes. Debts incurred for 
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productive purposes , suet as seed, Du cocks and manure turn out to be 
unproductive when seasons fail. Such debts form a considerable part of 
the total debts, especially in the famine zones. When loans are taken for 
land improvement, the general results might be profitable to the cultivator, 
but most of the loans n this province are not for productive purposes and 
being either ancestral or cumulative or for unproductive purposes, the debt 
of the agriculturist goes on increasing and, as a result, reduces the incentive 
to work. It is not that the agriculturist repays too little ; he often 
repays too much. It is the high rate of interest, and the malpractices 
which are followed by ihe money-lenders that tend to perpetuate his 
state of indebtedness. Compound interest and bad years increase the debt 
and the general standard of living and efficiency are lowered when the 
■debt gets heavy. It is natural that when a large part of the produce goes 
to the creditor in the shape of interest, the debtor has no incentive to 
improve his land or his general condition in life. 


61. Sources of Loans .—The most important source of loans at 
present is the money-lender ; firstly, the petty 
(*) 3 oney-usu ora. m01ie y.| en( j er 0 f fjjg village; secondly, the rich 

banker or trader of the town and thirdly, the agriculturist who has been 
able to lay by some capital out of which he makes small advances to his 
neighbours. The village money-lender, who often combines petty 
trade with his money-lending business, plays the most important part 
at present. He advances grain for seed or-subsistence and money upon 
pledge,'mortgage or other good security. The rich banker or trader of 
the town finances agriculture generally by lending to the better class 
■of agriculturists and sometimes to others also. The agriculturist money -, 
lender has been rising in importance in recent years and is already 
assuming a more prominent position in village finance in certain 
■districts, e.g., Dharwar. Though often grasping, he is easy in his 
■dealings with his brother agriculturist and is under the influence of 
public opinion in the village. 


65. The next important agency is the co-operative society. The 
lii ) Co-ofmative part played by this agency will be described in 

Society. Chapter XI. 

66. Friends and relatives play an important role in some areas, 
(,'»■[) Otiteb Aoen- as indicated by the report of our inquiries in 

uies- Dharwar. The percentage of finance provided by 

them in the three milages of the Dharwar district varied from 
15 to IS. Another agency is Government whose advances 
except in times of scarcity or distress are comparatively small. 
At present the percentage for North Gujerat is 10. The large percentage 
in this, tract is due' mainly to floods and bad seasons. The landlord 
is an important figure in the villages inquired into by us in Sind. Very 
often he lends only his credit and not his cash. He stands surety 
for loans made by money-lenders or co-operative societies to his 
tenants. 
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The percentage of finance provided by different agencies in the 
five villages investigated by our investigators are given in the 
following table 


tfr- 


Sources of debt 

• 

Percentage of amount of debt to the total 

. 

Re¬ 

marks 

Bkadra- 

pur 

Sa ngur 

Adviso- 

niapur 

Khan- 

pur 

Sajod 

Agriculturists 

2(1 "7 

27-9 

46*9 




Relatives and 

16-7 

18-6 

13-0 



friends. 






Landlords (rents 

1-8 


2-3 


I 

due). 





I 

Landlords and local 

. . 

. * 


24-3 

33-7 j 

sowcars. 





1 

Dulala of agricol- 

4-8 

3‘3 



1 

tura! produce. 






Sowcars 

28-3 

11 - 6 

21-7 

37-4 

42-V) i 

Wage earners 

*7 

3'7 

4-3 


.. I 

i 

Traders 

S-3 

a-5 

3-9 

14-7. 

12 ! 

Joint stork bank .. 


0-5 

* - 




Imperial Bank 

0-3 






G o vornment 

0-5 


Mv 

8-7 


(Tafavi). 







Co-operative credit 

H-3 

27*9 

, niji \ ■ 

14-9 

9 4 


society. 



cask 




Miscellaneous 

2*6 

i 

.1*9 




Total 

100 

100 

100 

100 

100 



67. Except those given by the co-operative societies there are 
hardly any organized credit facilities available at 
Existing Credit present for discharging old debts. When the season 
cHAKsiNanE™. DIS is good and the price is favourable, the cultivator 
tries to repay out of his profits; otherwise, if 
the sowmr presses for payment, he has to resort either to a new 
money-lender or to a. co-operative society, if he is a member of it. 
The village co-operative societies advance loans ordinarily up to 
Ra. 750 to their members for redemption of their debts, but 
the limit can be enhanced with the sanction of the Registrar. Some 
co-operative societies have worked out schemes for redemption of their 
members’ debts and have been advancing loans for this purpose from 
funds borrowed from central banks. It can, however, be said that not 
ranch progress has been made by the co-operative movement in this 
direction. The funds at the disposal of these societies axe usually 
short-term funds and cannot be employed for giving long-term loans for 
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redemption of debts. Land mortgage banks have been started in three 
districts. We describe their organisation in Chapter VI. We may, 
however, mention here that these organisations have only been very 
recently started and serve only two districts and one laluka, 

68. The rate of interest naturally varies from tract to tract and 
depends upon the credit of the borrower and the 
Rates of Istte- security offered. The following, however, may be 
; ' taken to be the t most usual rates charged by sowcars 


in the different tracts:— 

Per cent. 

1. South Gujerat .. .. .. 12 

2. Famine Tract, Deccan Karnatak (non-cotton).. 24 

3. Canal tract .. .. .. 18 

4. Khandesh and Nasik .. .. .. 18 

5. Famine Tract, Karnatak (cotton growing) .. 18 

6. Famine Tract, Deccan and Karnatak .. 18 

7. Aboriginal tract .. .. .. 24 

8. North Gujerat .. .. .. 12 

9. Konkan .. ,. .. 18 

10. Sind .. .. .. 36 


The rates of interest mentioned in the table are for loans 
on personal security, and represent those most usually charged. In 
practice, there is a wide divergence in individual cases in the same tract. 
To take an instance, North Gujerat would show numerous agriculturists 
in parts where agricultural conditions are unstable, paying a rate of 18 
or 24 per cent. On the other hand, it can show many substantial Patidar 
agriculturists in the Kaira district, obtaining finance at very low 
rates. 

Co-operative societies usually charge lOJjj per cent., but in some 
places the rate is 9$, while in others, especially in the famine and 
aboriginal tracts, the most common rate is 12£ per cent. Landlords, 
who, however, do not play an important part usually charge 9 per 
cent, in Gujerat, Khandesh and Nasik, 12 per cent, in the Konkan and 
24 per cent, in the fa min e tracts. 

In the Presidency proper, it is the non-cotton and the aboriginal 
tracts that have to pay the heaviest rates, the first because of 
the uncertainty regarding their capacity to repay loans at harvest times, 
and the second because they are backward, careless about expenditure, 
unfamiliar with business matters and largely dependent on the smvear* 
Sind rates are the heaviest of ali and indicate the backwardness of the 
average cultivator and the hold of the sowcar on him. 

The rates charged by commission agents and gin owners are generally 
lower than those prevailing in this locality as one of the conditions 
of the advance is that, the produce is to he brought to them for 
sale. 





The following statement showing the prevailing rates in the three 
different tracts of the Dharwar district will be found interesting :— 


Villages having co-operative 
credit socioties 


Bate of Interest on 1 cans 

Famine 
tract 
(cotton 
growing) ; 

Transition 

tract 

Konkan 

j 

Bhadrapur 

Saugur 

Advi Soma- 
pur 

Total debt 

Total amount of interest that annually 
accrues 

Average rate of interest on the whole debt .. 

1,51,458 

20,493 

13-53 

34,516 8 
4,407 0 

12-77 

10,608 3 
2,127 0 

20-05 


Inquiries in this district show that many of the loans taken from friends 
and relatives are free of interest. This fact affects the figure of the 
average rate of interest mentioned in the statement. These loans are 
generally given to help the borrower to perform a marriage ceremony 
or to free himself from old debt. Villages with co-operative societies 
have usually a lower rate than those without it. Loans from sowcars, 
carrying a rate of interest lower than 12d, are given only on mortgage 
security. 

69. It is the genera] impression that most of the loans given to 
agriculturists are now-a-days advanced on the 
' ! security of property. The following statement 

showing the percentage of secured debt to the total would go to show 
that this is not really the case. 

Percentage of 


.District secured debts 

to the total 

South Gujarat .. ■ .. • • ■ • 27 ■ 7 

Famine Tract, Deccan and Karnatak (non-cotton) .. 35 

Khandesh .. .. .. 35 

Famine Tract., Karnatak (cotton growing) .. 36 ■ 5 

Transition, Deccan and Karnatak .. .. 28■ 1 

North Guje rat .. ... .. .. 29 

Konkan .. .. .. .. 32 2 

Sind .. .. .. .. 27-3 


The comparatively low figures of percentages are explained by 
the fact that small loans are almost, invariably given on personal 
security, and in the case of some of the larger loans, sale instead of 
mortgage is insisted on by the creditors. In the preceding table the 
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total debt a, in relation to which, percentages of secured debt are worked 
■out, include the debts' of landless persons. Were only the debts 
■of landholding persons taken into account, the percentages would show 
a rise of 5 to 7. As they are, the percentages vary from 27*7 in South 
Gujarat to 36*5 in the cotton growing famine tract. On the whole the 
famine tracts and the Khandesh show a higher percentage than the 
other tracts for which information is available. The percentage for 
Sind is 27*6 if all the debts are considered and 43 if the total debts of 
landholding persons only are taken into account. 

70. When money-lenders are also shop-keepers and commission 

Sale or RRoi>urr, agents, they often make il a condition that ihe 

through money- agriculturists’ produce must be sold through them. 
lexjjkji. Tliis is true especially in the ease of commission 

agents, whose main object in financing agriculturists is to expand their 
own business by sale of produce. However, as we point out in 
Chapter VII, except, in Sind, East Khandesh and the aboriginal tracts, 
the fact of a cultivator’s indebtedness docs not usually come in 
the way of his freedom to dispose of the pxorluce in the maimer he 
thinks best. 

71. The average agriculturist has, as we have seen above, to pass 

Orm-RAt through life, often with a heavy debt hanging over 

his head. This is especially the case in tracts 
liable to scarcity. It is not, however, so much the amount of the debt, 
as the unproductive nature of the use of the loan and the heavy rates of 
interest, it carries, that seriously affect the agriculturist’s financial 
position. Attempts at wholesale redemption of debt by co-operative 
societies have not always proved successful, and it has been found that 
some of the persons relieved have again fallen into debt. Improvement 
in the general economic pewit ion of thp cult ivator and a change in 
his outlook are necessary, if attempts at redemption of debts are to 
bo made with measurable chances of success. If these conditions are 
■fulfilled, co-operation would be. of great use in saving the people from 
debt. As the Royal Commission on Agriculture says the greatest 
hope of the salvation of tho rural classes from their crushing burden of 
debt rests in the growth and spread of a healthy and well-organised 
co-operative movement based on the careful education and systematic 
training of the villagers themselves.” Wc indicate in Chapter VI 
the importance of land improvement and intensive agriculture for 
increasing the repaying capacity of the agriculturist without which it 
will be very difficult for him to extricate himself from debt. 

Attempts arc now being made to provide credit for the liquida¬ 
tion of old debts by the establishment of land mortgage banks. These, 
if properly conducted, should go a long way in solving the problem. In 
all schemes of debt redemption, however, it is essential, that a very care¬ 
ful inquiry should he made into the character of the borrower anrl his 
income and ability to repay, and instalments should he fixed in such a 
way as to enable him to make repayment out of his surplus income. It 
would, of course, be better for the agriculturist debtor, in many cases, 



to dispose of part of his land and free himself at once from debt, rather 
than to incur fresh debt to repay an old debt. If any debt redemption 
scheme is to be successful, arrangements must be made for providing 
sufficient current finance both in good and in bad years, so that 
the borrower may not again be driven to take loans from sottcars for this 
purpose. 
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CHAPTER V. 


Credit Facilities for Current Agricultural Needs. 

72. Bombay takes a high rank amongst the provinces of India for her 
industrial and commercial development. Neverthe- 

.Need joe acbi- ^ ess - agriculture, as we have seen in chapter II, 
cultural Finance. is still the principal occupation of the districts, 
the percentage of the. population dependent on 
agriculture being as high as 63‘6. In the Presidency proper, peasant 
proprietorship predominates. In Sind the land is owned by either big 
zemindars or small zemindars ( khatedars ), but usually cultivated by haris. 
The agricultural holdings are usually small and fragmented, the average 
size of a holding in the Presidency proper being 12 • 5 acres. In Sind 
it is 38*7 acres. The problem of agricultural credit in the Presidency 
proper is thus largely a problem of credit for essentially small men, 
though the large landholder is also in need of improved credit 
facilities. In Sind the situation is different. There, it is a question of 
providing credit for the large zemindar, the ihaledar and the hari. 
No banking organisation which does not provide for the needs of the 
large number of small men subsisting on agriculture can therefore meet 
the situation. 

In every country, organised credit facilities form a characteristic 
feature of modern commercial and industrial organisation and the degree 
of development of such facilities is a measure of its economic progress. 
The agricultural industry needs financing no less than any other 
industry. As a matter of fact, the predominance of agriculture 
in national economy makes it all the more necessary to build up the 
banking organisation of the country so as to secure for the agriculturist 
ample credit facilities for all his needs. In agriculture a long period 
elapses before the investment of capital brings a return, and the 
cultivator needs accommodation during the interval. As has been 
recognised in other countries, the problem of agricultural credit, differing 
as it does in several respects from that of industrial and trade credit, 
requires different treatment. In the unorganised state of economic life 
in the country, the cultivator stands by himself, and except when he joins 
a co-operative society*, does not receive the benefits which associated 
effort confers on other organised trades and industries. The general 
savings of the community have, therefore, remained inaccessible to him 
on easy terms. The importance of credit facilities to the agriculturist 
so as to secure the provision of capital at a reasonable rate of interest 
cannot be exaggerated. In Western countries, though provision of 
working capital is of prime importance, the provision of fixed capital also 
receives attention. In. this Province, however, with its large numbers 
of small and fragmented holdings, yielding a very slender income, land 
improvement and the capital needed for it have hardly claimed 
attention, and capital is requisitioned mainly to meet the current needs 
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■of agriculture and for expenditure on various social obligations, such as 
those connected with weddings and funerals. 


Different Kinds ro 
of Credit required, ' 0 


Agricultural credit falls under three heads :— 


(1) Short-term credit, for the purchase of seed, manure, implements 
and for meeting the cost of labour. 

(2) Intennerfiate credit, for the purchase of cattle and expensive 
implements, and 

(3) Long-term credit for purchase of land, land improvement and 
debt redemption. 


In this chapter we propose to deal with the first two types of credit— 
short-term and intermediate. In some countries, there are separate 
institutions for these two types ; in this Province, however, the agencies 
supplying short-term credit also undertake the provision of intermediate 
credit. In the present stage of agricultural progress and with the very 
high degree of illiteracy prevailing among the rural population, it would 
bo unwise, in our opinion, to make separate provision for a system of 
intermediate credit. 

74. Before we proceed to discuss the existing credit facilities 
we should like to emphasise the large number of 
B -Ij™ of borrowers involved. Though generalisations are 

' " 1 , not possible with any approach to accuracy, our 

own inquiries and the inquiries of the Indian Central Cotton Committee 
provide a. basis for an estimate of the percentages of borrowers to the 
total number of cultivators in the various regions of the Province, 
which are as follows :— 


*Noith Gujerat 

.. 71 

^Middle Gujerat 

.. 82 

*Khandesh 

,. 71 

■"Sind 

.. 94 

Dhaiwar (Mallad Tract) 

.. 70 

Dharwar (Transition Tract) 

.. 80 

Dharwar (Black Soil Tract) 

,. 80 

Broach 

.. 66 


The figures show that a very large number of cultivators, even in rich 
tracts, cannot do without credit during the cultivation season, and that 
in Sind almost every agriculturist has to borrow to enable him to carry 
on his w r ork. However, the average agriculturist in this Province, 
except when he is a grower of commercial crops, works not for profit 
but for subsistence and has, therefore, naturally little or no margin of 
savings even in normal years, and his condition in years of drought, in 
consequence, becomes serious. The importance of providing adequate 


* Taken from the report of the Indian Centra] Cotton Committee. 
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credit facilities at reasonable rates of interest thus becomes all the- 
greater. 

75. The purposes for which the agriculturist requires short-term credit. 

are many and various. He has to borrow for the 

Objects ok loans, purchase of seed, implements, manure and cattle; 

he has to borrow to enable him to engage labour 
for weeding and for harvesting, ; omet.inies for payment of land 
revenue; and generally, he needs financial accommodation to maintain 
himself and family before the crops are harvested and solrl. He 
further borrows lor periodical expenditure on weddings and other 
ceremonials. He makes no distinction between expenditure for 
productive and unproductive purposes, and resorts to borrowing as and 
when necessary, whether the purpose is a productive one such as the 
purchase of agricultural requisites or an unproductive one such as a 
caste dinner on the occasion of his son's marriage or his father's death. 
He scarcely feels the need for short-term credit for the disposal of his. 
produce. 

We have been told in evidence by experienced agricultural officers 
that, in dry tracts, not much of outside capital is required to finance the 
current needs of the agriculturist. The agriculturist keeps a sufficient 
quantity of his produce to serve for seed for the following year and has 
no need to purchase it, except when be has been obliged to part with his 
food crops or to sell them to meet his liabilities or when he sells 
his money crops, such as cotton in seed. Even when he has to borrow 
for seed, the loan is usually taken in kind, the interest varying from 25 
to 50 per cent. Capital on a large scale is not necessary for the purchase 
of implements since these are simple and of a primitive type, and 
the average annual expenditure in this connection is small. Labour is 
generally provided by members of the family and additional labour, 
when employed, is partly paid in kind. In some districts, e.g., in 
Khandesh, however, the larger cultivators have to depend mostly on 
hired labour. The labourers, who are known as saldars, are hired for- 
the year and they insist upon being paid in advance. In sueb cases, 
therefore, labour charges figure prominently on the expenditure side and 
form one of the chief causes of borrowing. Rent and land revenue arc 
usually paid after the crop is ready. The loans for household purposes 
are also received usually in kind. Large amounts are not ordinarily 
required to finance the current needs of agriculture in the dry tracts; but 
in times of emergency such as that caused by an unfavourable season, 
large amounts are temporarily required. The varied and fluctuating 
character of the current needs of the agriculturist is, therefore, a 
special feature of the general problem of agricultural finance, which 
adds much to the difficulties of its solution. The case of irrigated lands, 
particularly those under canal irrigation, is different, inasmuch as 
there is a continuous demand for large amounts for manure and other 
cultivation expenses. The sugar-cane growers on the Kira canal, for 
example, require, it is estimated, Rs. 600 to Rs. 700 per acre, and a 
much laTger amount is necessary for the growers of betel leaves. 
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Cash HnjuiBEitMiB 

■OF AaBIOT7LTT7»ISTS. 


76. To arrive at a proper estimate of the finance required for current 
agricultural needs in this Province, it is necessary, 
in our opinion, to distinguish between the cost of 
cultivation and the cash requirements of the 
agriculturists. Reliable data for the average cost of cultivation, where 
every item is duly accounted for, can be obtained from the Agricultural 
Department. We are, however, concerned with the cost of cultivation 
only to find out those requirements of the cultivator for which he needs 
cash or credit. A large portion of the area in the Presidency is being 
cultivated by small peasant proprietors, who themselves work on the 
fields and utilise the labour of the members of their families. They also 
generally try to set apart a portion of their produce as seed and, as far as 
possible, use their own stock of manure. Allowance has, therefore, to 
be made for all these items in the cost of cultivation. We have tried 
to find out, in as many districts as possible, the cash required by the 
average cultivator per acre for eaeh important crop and tried to deduce 
therefrom the total cash requirements of the districts and the Province. 
It may be noted that even after making all possible allowances for 
payments in kind, for the cultivators’ own capital and for labour 
supplied by themselves and family, we can arrive only at a rough 
estimate of the finance required for the current needs of agriculture. 
According to our calculations the total requirements come to about 
Rs. 32£- crores for the Province. Details are given in the following 
statement— 


1. Ordinary , items of cultivation such tts seed,] 

outside labour, eto. (actually paid for by 
an average agriculturist). 

2. Matiuro 

3. Plough cattle 

4. Concentrates for plough cattle 

5. Replacement and repairs of implements' 

including carts. 

6. Maintenance 

7. Land assessment, irrigation dues and rent 


deduct 15 per cent, for the Presidency and 
5 per cent, for Sind on account of persons who! 
do not require finance. 


The whole Province 


Presidency 

Sind 

Rs. 

21,65,00,000 

Rs. 

4,32,00,000 

50,00,000 

1,98,00,000 

1,20,0*1,000 

1,10,00,000 

* 

35,00,000 

60,00,000 

23,00,000 

1,00,00,000 

60,00,000 

3,25,00.000 

45,00,000 

28,03,00,000 

9,20,00,000 

—4,25,00,000 

-46,00,000 

23,78,00,000 

8,74,00,000 


32,52,00,000 


Our calculations were made difficult by the fact that very few agricul¬ 
turists, if any, keep accounts and information had to be mainly 


Already included in 1. 
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gathered from the evidence of officers of the Agricultural Depart¬ 
ment and from the oral statements of some fairly intelligent agricul¬ 
turists who appeared before us. In Sind our task was made somewhat 
easier by the fact that in some parts of that Province, we were able 
to get particulars concerning the advances made by big zemindars to 
their haris for cultivation at a certain fixed rate per acre for each 
different crop. 

77. The main source of credit for the cultivator is the soivcar. He is 
Tai Sowcar concerned merely with the safety of his investment 

and substantial returns on them, but has no direct 
interest in the welfare of the borrower. The purpose for which the 
loan is taken is of no importance to him so long as the party to whom 
the loan is advanced is solvent and in a position to repay. More 
undesirable than the village sowcar is the Pal'll an money-lender who 
has little interest in the village and is not amenable to local control. 

The smear advances money to the agriculturists for current needs, 
agricultural or otherwise, for special needs and to a limited extent for long 
term needs, His is a personal and, therefore, a very elastic and accom¬ 
modating system ; the rates of interest charged, the nature of the 
security and the period of the loan can all be adjusted to the needs of 
each individual case. He is his own master and he is always at hand 
to make the necessary advances at any tune. There are very few forma¬ 
lities to go through, unless the security is the mortgage of land rendering 
registration necessary. The rate of interest charged by the smear 
varies from tract to tract, bat, except in Gujerat. it is seldom less 
than 12 per cent., while 2-4 per cent, and even 36 per cent, is not 
uncommon in the backward tracts. This rate, however, does not give 
us the true measure of the price the agriculturist has to pay for the 
loan, inasmuch as the pressing need of the borrower, his ignorance of 
arithmetic and such other circumstances, all tend indirectly to raise 
the cost of borrowing. In many places, there is also an initial charge 
ior “ purse-loosening, ” which varies from 6 per cent, to 10 per cent. 
Interest for a yeaT is often deducted in advance, and is calculated for 
the whole year even when the loan is taken fox- a shorter period. Devices 
such as these increase the burden further. For current agricultural 
needs the sowcar usually accepts personal security on the understanding, 
■express or implied, that the produce is to be sold to or through him. 
In many cases the security is the mortgage of crops and when the amount 
is large", or the loan is for a long period, the security asked for is the 
mortgage of land. Indeed, the methods of finance adopted by the 
sowcar are such that once a person gets into debt it is extremely difficult 
for him to get out of it. 

78. 'The wealthy agriculturist in the village who invests his savings 

in money-lending business is more or less in the 

The Auiucdltu- category as the sowcar whom he resembles in 

some respects. The smaller tarmers and even 
-agricultural labourers who have any savings which could not profitably 
be invested in land, advance loans to their needy brethren on terms 
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not in any way more favourable than those of the soil)car, as revealed 
bv our inquiries in the Dharwar district. The agriculturist money¬ 
lenders being more amenable to local opinion and having some kind, 
of fellow feeling for the borrowers are, however, not usually as exacting' 
and extortionate as the professional money-lender. On the other hand, 
there are several amongst them who have an eye on their debtors’ lands 
and do not rest satisfied until they acquire the lands, sometime by sale 
with or without the intermediate stage of a mortgage. 


Landlord. 


79. Co-operative societies are the most important of the beneficial 

agencies engaged in the finance of agriculture. The 
Co-u f k rati v e ro | e t} ia t p] a y i s discussed in Chapter XI. 

It may, however, be pointed out here that though 
their share in financing agriculture in the Province is considerably smaller 
than that of the sowmr and the quasi-soiocar, such as the landlord and 
the wealthy agriculturist, there is no doubt that they perform a most 
important function. Owing to the identity of interests between a 
co-operative society and its members its influence is bound to be for 
their good. Co-operative societies can be a powerful educational force 
also, generally tending to raise the agriculturist from the slough of 
despond and to train him up to be a better citizen in every way. 

80. Another agency for providing agricultural finance is the landlord. 
He does not usually advance long term loans, but 
finances the current needs of his tenants and, 

whenever possible, their special needs also, such as those caused 
by the failure of the. monsoon or the pressing necessity for payment of 
land revenue. He is not usually as exacting as the sowcar, there being 
some bond of sympathy betweenlum and the borrower. It is notunusual 
for him, however, particularly when be receives hia rent in kind, to demand 
that the loan should also be returned iu kind, at rates most favourable to 
himself. The landlord as a money-lender is prominent in the Konkan 
and in Sind where the khots and the big zemindars often make the 
necessary advances to their tenants or arrange that they get the required 
financial accommodation from the local sowcars or the co-operative 
societies. The Maboniedan landlord in Sind does not, as a rule, directly 
receive any interest on bis loans to the tenants, even though he may 
have to pay interest himself to the sowcars, but he often resorts to the 
very doubtful expedient of asking for an increased share of produce 
as rent. 


81, Government advance loans for current agricultural purposes 
„ under the Agriculturists’ Loans Act, 1884. Loans 

under this Act are given for relieving distress, for 
purchase of seed, fodder, cattle and for other purposes connected with 
agriculture and not specified in the Land Improvement Loans Act. The 
maximum period within which the loans are to be repaid is ordinarily 
four years. 

It was never the intention of Government to compete with other 
financing agencies and until 1900 the grant of lagavi was looked upon as 
somewhat exceptional, to be resorted to iu seasons of stress or in 



the absence of credit from other sources. In the richer and better 
cultivated regions of the Province it was rarely sought by the cultivators 
who found ready credit available from the money-lending classes in the 
locality. The great famine of 1899-1900, however, caused a change of 
outlook and from that year, tagavi began to be advanced more freely, but it 
• does not seem that any definite policy of agricultural finance was followed 
until the year 1924 when a new line of action was laid down in regard 
to the grant of tagavi advances. With the growth of the co-operative 
movement it was considered desirable that the current financial needs 
of agriculturists should he met by that movement except, during periods 
of scarcity and except in tracts which Were specially backward or 
hampered by restricted tenure or other circumstances justifying 
concessions. Government arrived at this conclusion specially because 
the supply of easy credit for the purchase of seed and bullocks in normal 
times had led to abuses and had merely added to the burden of the 
■ agriculturist’s debt. It was felt that the co-operative movement was 
a better agency than Government for ascertaining the requirements of 
the agriculturist in regard to his current financial needs. So far as the 
members of co-operative societies are concerned, it is now the policy of 
Government to give loans to them either through the societies or in 
consultation with them. 

During the period 1900-1927 * the total amount advanced by the 
Government under the Agriculturists’ Loans Act was Rs. 4,86,62,000. 
The annual average therefore comes to Rs. 18,72,000. An examina¬ 
tion of the figures year by year, however, shows that with the 
exception of the six years mentioned below the total amount, 
advanced during each year was much below this average, the average 
for these years being only Rs. 9,57,000. The six years for which the 
figures are above the total average are :— 

Tn thou,- inula 


1900 

1901 
1905 
1911 
1918 
1920 


Rs. 32,24 
Rs. 28,44 
Rs. 20,43 
Rs. 29,13 
Rs. 1,26,61 
Rs. 58,44 


These six years were years of natural calamity such as famine or 
floods. It would be seen that although the provision of Government 
finance for agriculture is high in times of famine, flood or similar 
causes, it is negligible in normal years. 


82. There are additional "sources from which the agriculturist gets 
financial accommodation. Merchants, mostly local 
dealers, extend credit to him by supplying seed, 
manure and other articles and claiming tbe price in kind or in cash with 


Merchants. 


* Figures for later years are twt available, 


MO T s—5 
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accrued interest at the end of the season. The security in such a case is 
generally either personal or the crop itself. The datal or the adatya also 
enters the field and being the intermediary for the marketing of 
produce, he extends his services to production by financing the agricul¬ 
turist during the season on the understanding, of course, that the 
produce is sold to or through him. The terms offered by the adatya are 
usually easier inasmuch as the process of marketing gives him an 
opportunity to secure a sufficient profit. In Gujerat, the gin owner 
often makes advances to cotton growers, on condition that the cotton 
is brought to his gin either for ginning or for sale. 

In Gujerat and in Sind, we find yet another financier for the 
cultivator in the person of the itinerant cattle dealer. His terms are 
very hard, but since he is prepared to wait for a year or two and 
to receive by instalments the price of the cattle supplied, the needy 
agriculturist welcomes him also. 


83. The joint stock banks are not in a position to enter this field, at 


Joeut Stock Bajtks. 


any rate, directly. Farming is essentially a 
business, the requirements of which cannot be 


easily appraised without technical knowledge, which knowledge, the 
banks do not usuallypossess. These, banks advance loans for periods 
which are too short for the agricultural industry. The agriculturist 
is, besides, a small man with but little security to offer besides 
his land and character for the loan advanced to him and it 
would not pay the huger joint stock banks to deal in small 
amounts with a very large number of small men. Their costly 
management makes it necessary for them to confine themselves princi¬ 
pally to big men in the more important centres. However, 1 hey could 
and do finance agriculture indirectly in a variety of ways. The 
Imperial Bank of India has recently begun, at a few centres, to finance 
large landholders on their personal security with sureties or on the 
security of their produce or of gold. The joint stock banks also render 
similar assistance, though only to a very limited extent, and both give 


some help to the agriculturist through the co-operative movement by 


giving cash credits and advances to co-operative banks. 


. 84. One more agency engaged in the finance of agriculture remains 
t.o be noticed, which is by no means uncommon 
Fkibxds andKela- and which is in many cases really a very beneficial 
u ’ ^ “ agency. This is the agency of friends and relatives, 

who come forward to assist the cultivator in need with small loans on 


personal security. It is obvious, however, that such transactions are 
more common among persons of good credit, as it would be difficult 
to imagine a person with little or no credit having friends or relatives 
willing to risk what, after all, are their small savings by lending them 
to one who is not. in a position to repay. 


85. 

Bate 


We have so far noticed the several agencies which provide 


OP rNTEEEST. 


agricultural credit. We may now examine the 
terms adopted by them on which loans are 


generally given by these agencies'. Except in the daae of Government, 
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whose rates of interest on tagavi loans are fixed for the whole 
Province and of co-operative societies, whose rates are fixed under 
their bye-laws, the rates of interest vary considerably according to 
circumstances. The credit of the borrower, the security that he has 
to offer, the period for which the loan is required, the degree of 
pressure under which-the borrower is forced to borrow, all these are 
factors that enter into the determination of the rate of interest in each 
particular case. The rate of interest charged by tbe Government, which 
varies according to the terms on which Government have themselves to 
borrow, has been 6‘75 per cent, since 1927-28. The rates in previous 
years were as under 

1919- 20 1 

1920- 21 J P er cen ^'- 

1921- 22 n\ ' „ 

1922- 23 1 

1923- 24 j 

1924- 25 ) 

1925- 26 J- 7 '29 „ 

1926- 27 J 

In the case of co-operative societies, though there is no uniform rate 
throughout the Province, there is variation from society to society 
and region to region. The rate of interest ranges from 1J pies to 2 pies 
per rupee per mensem, which works out at 9f per cent, to 12| per cent, 
per annum, the usual rate being 10-}-fj per cent. In famine areas, 
naturally, the societies charge the highest rates, The rates charged 
by the money-lenders vary from district to district and range from 
12 per cent, to 36 per cent, though in the case of a borrower with 
very good credit, the rate may go down to less than 12 per cent,, 
as in Gujerat, where a good agriculturist can get an advance even at 
6 per cent., while in the same region, people in the backward tract or 
belonging to backward communities have to pay 36 per cent, or even 
more. The period of the loan is also an important factor in deter¬ 
mining the rate of interest. The sowcar charges a higher rate of 
interest for small loans for short periods, the rate in a sense varying 
inversely with the, amount and period. The following table sets forth 
the rates of interest charged by the sowcar and by co-operative societies 
in the different regions of the Province :— 


' 

Region 

Soivcar’s 

rates 

Co-operative 

societies’ 

rates 




Per cent. 

Per cent. 

Maharashtra (irrigated tracts) 
Maharashtra (famine tracts) 
Karaatak 

Gujerat 

Khandeah 

Sind 

■■ 

... 

12 to 24 

18| to 36 

12 to 24 

9 to IS 

12 to 18 

12 to 36 

ion 

124 

9# to 101# 

n *o io 

9| to lOlf 

10 1 ‘ 

J.V 1 6 


>(i> Y ?—0# 
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The rates charged by the sowcar as given in this statement do 
not include certain deductions which he usually makes before the 
amount of the loan is actually paid to the borrower, nor do they take 
into account the deduction of the year’s interest in advance. It is 
interesting to note that the sowcari rate is going down as a result of 
the influence of co-operative organisation wherever this has been well- 
developed. Where loans for seed are made in kind, the rate usually 
charged is from 25 to 50 per cent. 

86. Government loans are advanced on the security of lands or of 

sureties, and where the credit of the borrower is 
! _'iscfr:tt.!ri.. limited, the joint bond liability system prevails. 
With the co-operative societies, the system of personal credit is the rule, 
the loan being secured by an additional surety or two. When, however, 
the amount of the loan is large or the period longer than a year, the 
advance is often secured by mortgage of land. The sowcar also accepts 
personal security for loans advanced for current agricultural needs, 
but mortgage of crops is not uncommon, particularly in the case o'f 
the sugar-cane crop. For loans for long periods, he also insists upon 
the mortgage of land. 

87. The period of loan varies with the purpose for which it. is 

taken, the Government and co-operative societies 
Pjbhiod ob Loan. i en( jj n g amounts for one year for purchase of seed 
and for two to four years for purchase of implements. The 
sowcar is very accommodating in this respect; the assumption 
always is that the loan is to be repaid at harvest time or at any rate 
from the sale proceeds of the crop. If there i6 a partial or total 
failure of the crops, he readily grants an extension or takes a new- 
bond for a higher amount. 

88. One. of the grave defects of the present system is the unregulated 

working of most of the agencies and individuals 
PaBSENT^YSTer.!." 11 ' 11 engaged in agricultural finance. In the absence of 

co-ordination between these various agencies, 
stimulus is given to recklessness and extravagance on the part of 
agriculturists, who can borrow from various sources and keep their 
creditors more or less satisfied by resorting to the expedient of borrowing 
from one to repay the other. The. chief defects in the sowcari system 
are the unregulated character of the finaucial dealings, the lack of any 
sense of social responsibility on the part of the sowcar, the. almost 
complete economic dependence of the agriculturists on him and their 
illiteracy and lack of acquaintance with methods of accounts and legal 
procedure. The sowcar enjoys peculiar advantages of intelligence, 
status and financial resources, of which he makes the fullest possible 
use, while the agriculturists have no education at all, much less 
education in business methods or in the use of credit. Under the old 
order of things the sowcar was in a measure dependent on the 
goodwill of the local population; there was a healthy communal 
influence over his dealings ; the fear of a social boycott, if not of personal 
violence, tended to keep in wholesome restraint his desire for personal 
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aggrandisement at. the expense of the community. Tint with the 
disruption , of the old socio-economic order which followed the 
.introduction of the new system of civil justice, and with the development 
of rapid means of communications and transport, the local hanker is 
freed considerably from his dependence upon the local population and 
from the wholesome restraint on the desire for exploitation of the needy 
agriculturists. The defects of the Government kigavi system are the 
protracted period of inquiry and the leakage to which the- grants are at 
times subject. In the. ease of co-operative societies, the main difficulties 
consist in the lack of promptitude in the disposal of loan applications 
and the frequent inadequacy of the amounts sanctioned. 

89. Before formulating suggestions for the improvement of the 

„ existing credit facilities for the agriculturists, we 

SiriiGKXTIONS. ,, c ,. 

would desire to express emphatically our opinion 
that while there is considerable room for making credit easier than at 
present, facile credit is no panacea for the ills the agriculturist is suffering 
from. In fact, we hold that too facile a credit may prove to he a grave 
danger. 

90. The most serious handicap of the. agriculturist at present is his 

illiteracy. The percentage of literacy in the Province 
Litbeaoi. j s only 8'5. It is obvious that in this defect lies the 
great hindrance to progress and unless it is removed, very little indeed 
can he done to improve credit facilities for the agriculturist. He cannot 
keep accounts of the transactions he enters into, and it would be no 
exaggeration to state that very many of these, agriculturists do not know 
whether they are ca rrying on their farming operations at a profit or a loss. 
They ding to agriculture year after year, not because they consider it 
profitable, but because they have in it their only means of subsistence. 
Agriculture to them is not a profitable industry, but they adhere to it 
from year’s end to year’s end, so long as they can get from it a bare 
maintenance, with the inevitable result that frost, locusts, scanty or 
unseasonal rainfall, in fact any departure from the normal conditions, 
drives them to the village money-lender who is only too willing to 
accommodate them, so long as they can produce the necessary security. 
The difference in the intellectual level of the creditor and the debtor also 
accentuates the difficulties of the situation, places the latter at the mercy 
of the former and once the. debt has been incurred, keeps the debt ever 
alive, bringing about chronic indebtedness of the peasantry in the 
Province. We are convinced that it is not the number of credi t agencies 
or the volume of cheap credit available to a fanner but the business 
knowledge of how judiciously to use his borrowings, that forms the vital 
factor in the problem of this indebtedness. From this point of view, we 
are inclined to hold that a sustained attempt at adult education, apart 
from adult, literacy, should be made bv social workers, public and local 
bodies and Government alike. We are aware of the unsatisfactory results 
of some of the night schools aided by the Department of Education. 
We attach, nevertheless, so great an importance to this factor for the 
economic bettennent of the farmer! especially in view of the glow progress 
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.of primary education in this Province, that we feel ho hesitation in urging 
renewed co-ordinated efforts at evolving a scheme for the accomplishment 
of this object. In the Punjab, Co-operative Adult Schools have made 
considerable progress. We arc informed that a nine months’ course 
covering the three R’s and general practical knowledge has been devised 
by the. military authorities for the training of illiterate sepoys 
with success. If a similar short- course consisting of the rudiments 
of arithmetic and the business side of farming is devised and worked 
under the guidance of the Co-operative Department in villages where 
there are good co-operative societies, it holds, in out opinion, 
every promise of success. We further suggest that if honorary workers 
and school masters in villages undertake such a form of adult education, 
every encouragement should he afforded to them by the Local Boards 
and C4oyernment by means of grants-in-aid and other facilities such as 
the free use of school buildings and school apparatus. It is desirable 
that the Co-operative Department and the Department of Education 
should make a sustained effort in this direction in all the divisions of the 
Province. 


Unless the borrower is educated, and unless he has a proper under¬ 
standing of the economic value of credit and exercises judgment and 
prudence in its use, no system of finance will he of any considerable 
benefit to him. The farmer must know two things about farming, first, 
what it costs and secondly, -what it brings in. It is obvious that unless 
his knowledge improves in this respect, the mere provision of credit 
facilities will not help him to any groat extent. 

91. In discussing any sound scheme for affording improved credit 

„ _ facilities to the agriculturist wc are confronted 

CO-OFERATIOH. . , , . . , . 

with the fact that unless means can be devised to 
enhance the intrinsic credit position of the borrowers, the risks involved 
may be veTy serious. The surest way of improving this status is 
to make them realise that collective credit would secure them much 
better terms and place them in a far stronger position than individual 
credit, and that they must therefore imbibe the lesson of associated 
effort. It is for this reason that we. strongly endorse the opinion 
expressed by the Eoyal Commission on Agriculture that in co-operation 
lies the salvation of the rural classes in India. Improvement in the 
economic condition of the agriculturist and in his credit is bound up 
largely with the development a.nd progress of the co-operative move¬ 
ment in the Province, which therefore deserves as much strengthening 
as possible. There are, we are aware, defects and difficulties in the 
co operative organization; and wc shall discuss these in detail and 
suggest means,for their removal in Chapter XI. 

92. It must be realised, however, that it will take years before 
co-operation can achieve a. dominant position in 
the domain of agricultural finance and he the 

mainstay of the agriculturist. With the heavy handicaps of the 
agriculturist’s ignorance, illiteracy and factious spirit,the progress of the 


The Sowoar. 
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movement is bound to be slow. In the meantime, the sowcar remains 
the. principal ^figure in the field of rural credit and it is essential to 
remove as far as possible the difficulties which prevent liim from 
advancing loans at a fair and reasonable rate of interest, including 
those created by certain laws which place impediments in the way of 
even the honest sov.'car in recovering his dues. What these hindrances 
are, what can be done to remove them, and what alteration or 
simplification is required in legislation and legal procedure, we discuss 
in Chapter XII. It is sufficient for the purpose of this chapter to 
point out that, the difficulties created by the present legislation and 
legal procedure have considerably curtailed the agriculturist’s cre.rjit., 
and increased the cost, of his borrowing. The basis of credit is 
psychological. Trust and confidence are of the very essence of credit, 
and so long as risks in recovery are created by legislation or by legal 
procedure, and so long as trust and confidence are shaken in 
consequence, as they have been shaken by the Dekkhan Agriculturists’ 
Relief Act, the sowvar is not likely to lower his rates of interest or to 
offer better conditions and the price the agriculturist has to pay for the 
loans that lie needs must necessarily remain high. 

93. As pointed out in paragraph 81 above, the present policy 

Coyernmfvt government is to give tagavi under the Agri¬ 

culturists’ Loans Act only in times of scarcity or 
distress and ordinarily only in backward ot special tracts. Government 
rely on the development of the co-operative movement for giving the 
necessary financial facilities to agriculturists. We are of opinion that 
the present policy followed by Government requires some 
modification in the light of the remarks made below. Government 
must assist very backward classes of agriculturists, as these cannot 
• raise loans except at very high rates of interest, and deserve paternal 
help from Government if they are to survive and improve even 
gradually. In this case, the tagavi system under proper control and 
supervision has great possibilities. Similarly, there is scope for tngavi 
loans where the cultivator holds his land under a restricted tenure 
and cannot therefore raise money in the ordinary way and where, 
in famine times, the ordinary channels of agricultural finance run 
dry and it is necessary to hearten a discouraged people. 

We find that during the last. 20 years,the amount of tngavi distributed 
(except in years of famine or distress) was comparatively small. Nor 
has the progress of the co-operative movement been very rapid. 
It seems that it, will take many years before it can cover most 
of the ground. There are several areas where the only credit agency 
is the money-lender. Wo, therefore, suggest that the lagttvi policy 
should be liberalised and that besides flie tracts mentioned above, 
Government should advance loans in places where the co-operative 
movement has not made much progress. Steps should be taken for 
the prompt disposal of applications lor loans and, as far as possible, 
for the proper supervision over both the distribution and use of the loans 
advanced. 
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94, An important direction in which, improvement can .be effected 
would be co-ordination of the work of the various 
oo-ob.totaticcn. a g enc j ra engaged in agricultural finance. At present, 

lack of co-ordination is the conspicuous feature, except in the case of 
Government and the co-operative societies with respect to the distri¬ 
bution of lagani loans. There is. we think, much greater scope for 
co-ordination between Government and co-operative societies. Through 
the postal savings banks in rural areas Government collect fairly large 
amounts, and we think that, at least a part of the funds derived 
from the rural areas should be made available at cheap rates for the 
purposes of agricultural finance through co-operative societies. In 
Germany, the State docs release a large part of the deposits received 
from rural areas in the Government savings banks for making advances 
to agriculturists, and even in England the Committee that investigated 
the problems of agricultural credit in 1923 recommended similar 
action. We see no reason why the Indian Government should not 
accept this principle and place at the disposal of co-operative banks, 
including land mortgage banks, in the Province a part of the savings 
banks deposits at a rate of interest not much higher than that allowed 
to the depositor, viz., 3 per cent. The Government of India 
should place at the disposal of the Local Government a part of the money 
so raised for being advanced to co operative agricultural or industrial 
societies or as tayam to individuals. Such a procedure will go a long 
way to meet the objection that through the savings banks and other 
operations Government have been draining the districts of the capital 
which would otherwise be used to finance agriculture and local trade. 

There is no co-operation between the smear and co-operative societies, 
a fact much to be regretted. It would be to the interests of everybody 
concerned, the smear, the society, and the agriculturist, if some kind 
of co-ordination can be arranged between these two important sources 
of agricultural credit. We are of opinion that while good and well- 
intentioned sowcars might be welcomed on the managing committees 
of the co-operative societies, and persuaded to come within the fold of the 
co-operative movement, the least that should he done otherwise would 
be to empower the societies to ask lor an account of its members' dealings 
from the sowcar, and to give a similar privilege to the sotoear to get 
extracts of his clients’ accounts with the societies. There will, however, 
he no need for such a procedure ii a Regulation of Accounts Act is passed 
as recommended by us in Chapter XII. Greater co-ordination would 
also be desirable between the co-operative movement and the Imperial 
and joint stock banks, so that the movement may receive cash credits 
and other advances from these banks at moderate rates of interest, 
especially in the slack season, thereby enabling co-operative banks to 
advance moneys to co-operative societies and these societies to agricul¬ 
turists at rates lower than at present. This would be an advantage 
to both parties, to the bigger joint stock banks as the scope for 
investment of the funds of the banks in the slack season would be 
enlarged, and to the co-operative movement, by bringing cheaper money 
within its reach. 
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So far we have dealt with the problem of agricultural finance in relation 
to the current needs of agriculture in a general way. We shall now 
proceed to deal with some special problems of this Province. There 
are certain tracts which are subject to famine or a,t least scarcity, 
pretty frequently, such as the eastern part of Ahmednagar, Sat-aia and 
Rijapur districts, only one year in three being usually good. There are 
tracts where the difficulty of uncertain water supply for crops does not 
exist, but fluctuating prices of gur and sugar and deterioration of the 
soil are causing no small embarrassment, as in the case of the Nira, the 
Goda vari arid the Pravara canal tracts. Sonic parts are regarded as 
backward tracts, where the agriculturists as a class are illiterate, indebted, 
and unacquainted with business principles and methods, living usually in 
very small hamlets and perhaps even in scattered huts, and not used 
to the handling of cash to any considerable extent and dealing largely in 
kind with the mwear. These famine, canal and backward tracts deserve 
special treatment on account of their special conditions. 


' 95. Even in these tracts, the xmvear is the most important, financing 

agenev, but evidence tendered to us shows that 
Famine Tracts. . , .r , t ,, , 

m recent years, the investments of the sowcar by 

way of loans to agriculturists have decreased, since he finds it safer to 
invest his money elsewhere. The fundamental difficulty in devising any 
system of credit for agriculturists in famine tracts lies in the uncertainty 
of the season. Agriculture in the famine tract is but a gamble in rain. 
The ordinary theory of agricultural credit is based upon the 
probability of the cultivator repaying the loan out of the sale- 
proceeds of the crops grown, but, when, on account of famine, the 
money spent on seed, manure, labour, cattle, etc., does not 
bring any appreciable return, the whole theory breaks down 
and when such conditions recur frequently, the position becomes 
much more difficult. Finance for such agriculture- necessarily shares 
all the disadvantages of gambling. In fact, a wide spread system of 
easily obtainable credit for agriculture in such tracts may be like throwing 
away good money after bad, and instead of curing may well accentuate 


the disease. Credit alone cannot convert an unprofitable industry 
into a profitable one ; the problem of agricultural finance cannot be 
dissociated from the general problem of the agricultural economy of 
these tracts. While it is true that the impecunious or impoverished 
cultivator in famine tracts finds it difficult to obtain loans at reasonable 


rates of interest, it has to be recognised that the risk of recovery is great 
and the price has to be. high in consequence. The inquiries made by the 
Ahmednagar branch of the Bombay Provincial Co-operative Institute 
in 39 villages of the- iNewasa taluka of that district clearly show the 
increased indebtedness of the cultivators and the transfer of lands from 


their hands into those of non-agriculturists. The fact that the 
Ahmednagar District Centra] Co-operative Bank only financed to a 
limited extent its constituent co-operative societies and ultimately 
ceased to finance them altogether and turned itself into an urban co¬ 
operative bank shows the grave risks involved in financing agriculture 
in the famine tracts of the Presidency. 
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Tile whole problem is beset'with difficulty. On the one hand unless 
cheap credit is available, the agriculturist cannot' hope to make both 
ends meet, and on the other, the grave risks involved preclude the 
possibility of finance being made available on any but exorbitant 
terms. We think that this is a case in which Government assistance 
is necessary. It would, indeed, be useless financing people with small 
and uneconomic holdings, who could not possibly repay; but those 
who have sufficient land or other sources of income deserve financial help, 
especially when in distress on the failure of rains. Co-operative societies 
in these areas have had bitter experiences ; their mode of financing and 
raising the amount necessary for that purpose has been fonnd to be 
nnsuited to the conditions of the areas. We suggest, in .the first place, 
that either a part of the tagavi grant or some amount from the Famine. 
Insurance Fund should be placed at the disposal of the co-operative 
societies in the areas for advances to suitable agriculturists. The selection 
will have to be very carefully made, and the Work of distribution and 
recovery will have to be properly attended to by the co-operative societies 
concerned under proper supervision by Government. Finance will 
have to be arranged for a cycle of years, the cycle consisting of a normal 
period of good, bad and indifferent years. What the cycle should be 
shall have to be determined in each tract in consultation with the 
Agricultural Department. Though it might not be possible to determine 
the exact cycle, it would be safer to take a little longer period as repre¬ 
senting approximately the cycle which may be three years, five years 
or even longer. The amount to be recovered on account of the advances 
so made will have to be settled every year at harvest time, for, with 
the introduction of “ cycle finance ”, the present practice of co-operative 
societies of expecting the repayment, of the entire loan will have to be 
abandoned. A good year in these areas is followed usually by two or 
more indifferent or bad years. It will be necessary, therefore, to recover 
as much as is reasonably recoverable in the good year so that bad years 
might not seriously inconvenience the agriculturist. Where no 
co-operative societies exist, Government might deal direct, taking great 
care, however, to prevent the abuse of the tagavi system to which 
reference has already been made above. We are of opinion that in these 
areas, the question is not merely one of finance and recovery of 
advances. These are but palliatives at best; what is needed urgently is 
a permanent cure. If, then, any lasting good is to be done to the people, 
they must be made, as far as possible, independent of the vagaries of 
the monsoon. Conservation of moisture in land by dry farming, con¬ 
struction of small embankments (feds) on the fields and of embankments 
for diverting the water of streams, digging or deepening of wells with or 
without the aid of boring machines, and introduction of better imple¬ 
ments and seed, in fact, everything which serves in howsoever small 
a degree as insurance against famine, should be taken advantage of by 
the cultivators. Ip addition, they should take to secondary occupations 
during their leisure hours. It is thus only that they can make 
both ends meet and save the agricultural industry from being a financial 
failure, 
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96. The history of financing the Sira tracts is interesting, the Pxavara 

and Godavari canals being comparatively of recent 
Canal areas. . . mi . , > 1-r i 

origin. The most important crop on the canals 

is sugar-cane. The heavy finance required for the cultivation of this 
crop was originally supplied by Local sotwears and by Government until 
the co-operative societies were organized, when the place of Government 
was taken by the Bombay Central (now Provincial) Co-operative Bank. 
"This arrangement continued satisfactorily till about the year 1922-23. 
The high prices of gur in the boom years brought profits to the cultiva¬ 
tors. It was possible even for an inefficient agriculturist to grow sugar¬ 
cane with profit in those times and the area under sugar-cane was. in 
consequence unduly extended, involving larger amounts of finance. The 
rise in income led to a higher standard of living and repayment of old- 
debts, and whatever surplus remained was utilised in extending sugar¬ 
cane cultivation and in purchasing lands at high prices. The soil, 
however, showed, in some places, signs of exhaustion, resulting in 
lower yields, a larger quantity of gur was being manufactured than ever 
before, and the price of gur fell. The market prices fell even below the 
cost of production, which had gone up considerably during the War and 
which continued high even when prices went. down. Thus conditions 
arose which spelt, ultimate bankruptcy. Fora, rich crop like sugar-cane 
which requires on an average, finance to the extent of Rs. COO to Its. 700 
per acre, the loss sustained was very heavy and the arrears of societies 
mounted high. In the year 1928-29 the arrears in these tracts amounted 
to Rs. 20| lakhs. Credit resources, which had been extended for the 
purpose of enabling the sugar-cane growers to increase production, were 
now called upon to tide the farmer over a period of falling prices in which 
he was making little or no profit at all. The. effect of this was in some 
measure to aggravate the situation. For two ox three years insignificant, 
recoveries were made. It was necessary on the one hand to finance the 
current year’s crop, because it was from the sale proceeds of the crop 
that old arrears could be paid, and it was necessary on the other hand, 
the sugar-cane crop being a fourteen months’ crop and the two crops 
overlapping, to finance the next year’s crop as well, before recovery from 
the sale proceeds of this year’s crop could be made. 

This situation was not peculiar to the Baramati tract only. Even 
in America which made tremendous profits before it joined the Great 
War in 1917, the rise of prices of agricultural produce led to a considerable 
extension of production but when prices began to fall and the demand 
from Europe to decrease, a depression set in and an acute crisis developed 
with the reBUlt that several financial institutions went bankrupt. In 
the canal areas, the evil effects of low prices of gur have been accentuated, 
no doubt., by mismanagement of some societies. The fact remains, 
however, that there was a great fall in prices and the distress 
was consequently great, and unless prompt measures are taken 
for the liquidation of the heavy liabilities incurred by the sugar-cane 
growers, the prospects are gloomy. We think it is essential that the 
repayment of the outstandings, which have fallen into arrears, should 
be spread over a number of years, and that the Provincial Bank 
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should give the necessary instalments for this purpose. It would at 
the. same time be desirable to separate the finance of large growers of 
sugar-cane from that of the smaller ones. ■ In the case of the former, a 
land mortgage bank should be started to supply current finance while 
ordinary co-operative societies should' continue to meet the needs of 
the smaller men. Another and a- more important direction for finding 
a solution for the peculiar conditions of the canal tracts is to carry on 
intensive research work with a view to finding out how the cost Of 
cultivation could be reduced, and how and which crops could be 
substituted with advantage in place of sugar-cane. A more thorough 
supervision over the working of the canal societies would also be 
necessary. 


97. In these tracts the aboriginal tribes predominate and they 
are financially worse off than any other people in 
Aboriginal Tracts. p rov j J1C e. A few attempts have been, made to 

finance them through co-operative societies, uotably in the Panch Mahals 
district, where some measure of success has been attained. Co-ordinated 
efforts wherein. Government, the Provincial Co-operative Bank and 
prominent social - workers joined hands, were made during the year 
1922-23 and an organisation, co-operative in ideals though not in practice, 
suited to local conditions, was evolved. The societies function, so to 
say, as benevolent soivcars and work under the control of a large and 
competent staff under a special, nmnilaklar. Though the bhil, is ignorant 
and illiterate, he has a natural quick understanding of simple matters 
and is straightforward. He has begun already to take an interest in 
the co-operative society and it is to be hoped that, with proper educa¬ 
tion and guidance, lie will be able to look after and manage his society 
ere long. 

To the large number of people of this class, who arc yet outside the 
co-operative fold, the sou-car remains the only financing agency, 
carrying on his business on traditional lines. The people are extremely 
backward, illiterate, not conversant with accounts, and live from hand 
to mouth, sometimes on the jungle products. The sowcars are mostly 
outsiders who have settled in some of the larger villages and 
towns. The system generally followed here is that the sovxur makes au 
advance against the crop even before it is sown, and provides the seed. 
When the crop is harvested, the so wear takes the whole of it, and 
credits to the bhil's account the value of the crop as determined by 
himself, less the amount advanced to the cultivator. The bhil draws 
on this account according to his needs from time to time and according 
to the pleasure of the sowcar, and the loan account is thus kept running 
indefinitely. The tenure under which the bhil holds his land being 
restricted, the sowcar cannot sell off the laud, w'hile on the other hand, 
the bhil will not go to court and dispute the sowcars accounts. 


The sowcar thus makes an easy and profitable living while the bhil may 
be regarded as being saved from the temptation of having more cash in 
his hands than what is good for him. The bhil is generally a habitual 
drunkard and cannot trust himself with more cash which he would be 
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sure to spend away on drink. The soiecar is thus a very handy institu¬ 
tion to advance the necessary sums and also to take charge of the 
surplus. One can easily understand that under such a system the 
bhil has usually a debit balance in the svwcar’s books. The only 
alternative would be the spread of co-operative societies ipr these 
people, more ot’less on the lines followed in the Panch Mahals district 
in the initial stages and the grant of tagavi loans by Government. 
In either case, a special staff will be necessary to supervise and conduct 
the operations, and Government should not grudge the expenditure 
that may be necessary for the purpose. Even here the dangers are 
great till the bhil realises by education that he can and should 
do better than keep a running loan account with a. debit balance 
with the scrwcar. Till then, the inalienable tenure of his laud is his 
only safeguard. 

98. The big zemindars in Sind, although owning, sometimes, several 

thousands of acres of land, are often in financial 
lSind Zkmimjaks. difficulties, partly owing to their ways of life and 
partly owing to want of education and indifference to business matters. 
They get very little help from joint stock banks, nor is the ordinary co¬ 
operative credit society in a position to help them, and their usual resort 
is, therefore, t he sowcar, who charges them a high rate of interest and also 
arranges to make additional profit, when, as is usually the case, the pro¬ 
duce is sold through him. Co-operative zrmindari banks have recently 
been started in these districts in Sind to finance, the big zemindars. They 
advance loans for current agricultural purposes, up to its. 5,000 each, 
though in the case of one bank the limit has been raised to Ks. 10,000. 
It seems that such banks, organised on the lines of land mortgage banks 
would be the best means of financing such zemindar s not only for 
current agricultural purposes, but also for land improvement and for 
redemption of debt. No measures will, however, be of any great use to 
these zemindars, unless they change their ways and begin to live a 
more thrifty life. These zemindari banks must ultimately be run on 
the same lines as the ordinary co-operative societies in Sind where 
members build up their own capital by increasing their investment in 
the society’s share, capital year by year. 

99. The problem of financing the hari bristles with difficulties. 

Having no land, he has no credit. The zemindar, 
Hakt ' is usually not in a position to finance him, as he has 

himself to borrow. The sou:car, when he makes an advance, takes 
a lien on the haris share of the crop and charges an exorbitant'rate of 
interest. The result is that, whatever crop remains with the hari, after 
the zemindar has received his share, is generally taken away by the 
st/wear in repayment of the debt. The fyari then has to borrow for his 
maintenance till the next harvest, when the same procedure is repeated. 
Co-operative societies have been admitting haris as .members, but have 
lost on this account in some cases, as the haris run away from their mas¬ 
ters and the sureties being themselves haris have- little to pay. There 
are only two wavs in which the haris can be properly financed. The 
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zemindar himself must arrange for the hari’s finance. If the zemindar is a 
member of a co-operative society or bant, he must arrange to get the 
necessary amount from such an institution for advancing to his haris. 
A better way would, however, be for the haris to get finance directly from 
a co-operative society, the zemindars standing surety for them. Unless 
the zemindars agree to do this, it may be risky for the society to advance 
amounts to the haris. 

100. The position of the tenants-at-will is similar to that of the haris, 
'fENAim-AT-wiLt. and the remarks made above apply also to them. 
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CHAPTER VI. 

Lajnd Improvement and Long-Term Credit. 

101. A comprehensive system of rural credit will have to provide 
Need foe Long- not only for finance for the current needs of 

Term Cbedit. agriculture. but also to devise arrangements for the 

provision of funds for capital expenditure and permanent improvements. 
The problems relating to short-term or intermediate credit have 
alreadv been discussed in the preceding chapter. The success of the 
ameliorative measures proposed in that chapter and elsewhere in 
this Report is, however, closely interlinked with the increase in repaying 
capacity and the consequent enhanced creditworthiness of the agricul¬ 
turist. The average annual income per head of the Indian population 
is admittedly very low, and this compares most unfavourably with the 
average earning capacity in other countries. To raise this average is. 
therefore, a task of the utmost national importance. Intimately 
connected with this question is the problem of increasing the yield 
from agriculture. Due to various factors, which it would be out of 
place to discuss here, the average income per acre from various crops 
is very much lower in India than in other countries, so that agricul¬ 
tural credit is attended with an unusual degree of risk that renders its 
organisation on a financially sound basis a matter of extreme difficulty. 
It is the poor income from agriculture and the low average repaying 
capacity, that are to a great extent, responsible for the growth of rural 
indebtedness. 

102. In Chapter IV we have examined the causes, extent and incidence 

of agricultural debt and have attempted a 
Importance of classification of the purposes for which debts are 
jASD npbovbme incurred. Admittedly, the bulk of the debt in this 
Province as elsewhere in India lias been incurred for unproductive 
purposes. But our examination of the problem of debt leads us to 
conclude that its incidence would not be so onerous and its growth 
not so serious, were the margin between income and expenditure 
higher than what it is to-day. The precariousness of the rainfall in 
several parts of the Province accentuates the gravity of this problem of 
unproductive debt to speh an extent that, even if the incidence 
of interest is reduced considerably, the success of any schemes 
for liquidation of debt would be problematical, should the agricul¬ 
tural conditions remain as they aTe now. In those parts of the 
Province where the peasant proprietor predominates, the greatest 
hope of the agricultural industry, and consequently of its credit 
organisation, lies, as the Royal Commission on Agriculture- 
in India have emphasized, in the adoption of some form of intensive 
cultivation which will result 'in maximum agricultural production. 
Such intensive cultivation is possible only in the event of an 
assured supply of water for growing the crops. Hence, in any scheme 
, of land improvement- .in this Presidency, the provision of arrangements 
for the conservation of rainfall or for the storage of water must 
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occupy the first place. The need for a forward policy is evident when 
we consider that out of a total of 28,958,000 acres, which is the 
gross cropped area in the Presidency proper, the gross area irrigated 
is only 17-4 lakhs acres, giving a percentage of 8‘9, which is the lowest 
among all Indian provinces. The average net area under irrigation 
during the five years 1924-25 to 1928-29 was 9,96,000 acres, of 
which, again, 5,18,000 acres were irrigated by wells while the remain¬ 
ing 4,78,000 acres wore irrigated by Government canals, tanks and 
other sources. In spite of the fact that the Government of Bombay 
have, in recent years, spent large amounts on major irrigation works, 
these figures indicate the immense scope that exists for the. extension 
of irrigation, and establish the need for a review of the position in regard 
to outstanding irrigational projects. Though we would like to lay 
stress on this recommendation of the Royal Commission on Agriculture 
as likely to be very helpful in raising the income and credit of the 
agriculturist, wo would note here that, from the point of view of the 
present inquiry, we are more concerned with the. provision of financial 
facilities for private effort. As the Commission point out in paragraph 
279 of their report, the question >f the construction and improvement 
of minor irrigation works has not, in the past, received the attention 
from Government which its importance justifies. It was only in 1925 
that art active policy promoting minor irrigation works for protection 
against famine was initiated in this Province. The phad* system 
of irrigation, which still obtains in the Nasik and Khan desk 
districts, shows that there is m some districts a capacity for 
co-operation in this respect among village communities, but that it 
needs a little encouragement and some technical guidance from 
the State, together with facilities for finance, to bring these latent 
forces into play for the development of local resources, either 
by joint action or bv the stimulation of individual efforts at 
improvement. 

103. The most important, of these works of minor irrigation, which 

Schemes oi ' can be generally undertaken by individuals, are the 
Twpbovkmeni'. construction and repair of wells, or the sinking of 

tube wells. The construction of wads or tals (emJbarikments) to 
conserve the water supply in the fields is also an important item of 
improvement, especially in areas having a very precarious or unevenly 
distributed rainfall. 

Nearly 90 per cent, of the area in the main famine zones of the Bombay 
Presidency can, however, never be protected by irrigation by means ol 
either canals or by other sources, and the most essential problem in these 
tracts is the conservation and very careful use of water. Wherever this 

* Phad .—This is a co-operative system oi irrigation, in which the holders of lam; 
com bine for the economic use of irrigation water mid the consequent adjustment o; 
o ropping. The water is obtained by putting up darns across rivers, and the aree 
commanded is divided into phude, or portions (usually four in number) each of whirl 
is put under the same crop. The rotation* are fined, and can be changed only witi 
the consent of the community. 



81 


can be undertaken- by individuals, we suggest that all encouragement 
should be given to them by Government to set up field embankments, 
as is being done in some parts of the Karnatak. Through the agency 
of the special staff placed at its disposal, the Department of Agriculture 
in the southern division of the Presidency has assisted in the construc¬ 
tion of these embankments on contour lines so as to secure the proper 
distribution of water and silt in the area flooded. The minimum area so 
covered is as small as half an acre and the cost of construction varies 
from Rs. 100 to Rs. 300 per acre ; but all the schemes undertaken show 
a profit sufficient to make the investment a productive one, provided 
financial facilities coupled with free technical advice are made available 
to the cultivator. The results so far achieved justify the extension of 
this kind of work. 

Other sources of irrigation consist of tanks which are helpful in raising 
the sub-soil water in neighbouring wells and are an important means of 
watering the crops in tile mallad tracts in the south. The repair and 
upkeep of these tanks is a matter of great importance, though from 
the intensive inquiry conducted by us at the village of Advisomapur 
(Uiluka Bankapur, district Dharwar) and from some other evidence 
tendered to us this does not appear to have received the attention it 
deserves, both from the people and the authorities concerned. Bondharas 
across rivers, bunds across streams and' diversion of channels provide 
another class of works generally outside the means of individuals, but 
fit to be undertaken either by Government or by co-operative organisa¬ 
tions. These were common sources of water supply once and need resus¬ 
citation, along with tanks, in some parts of the Presidency. In Gujerat 
and Sind, individual or co-operative effort at installing pumping plantB 
on wells, irrigation channels or watercourses deserves encouragement. 
Among other works of improvement, apart from irrigation, special men¬ 
tion must be made of the problem of fencing, in several parts of the 
Presidency, the crops are subject to serious ravages by wild animals, 
particularly pigs, and the damage has increased in recent years. The cost 
of permanent fencing is beyond the means of an individual cultivator ; 
co-operative effort has, therefore, been promoted in the southern dis¬ 
tricts of the Presidency. The terracing of fields, the prevention of soil 
erosion, drainage anil reclamation of lands arc other itemB of land 
improvement, which, when not undertaken by the State as works of 
public utility, should be fostered systematically by Government with 
offers of financial help and technical advice to cultivators. Reference 
may be made, lastly, to the possibilities of introducing labour-saving 
agricultural machinery. Ko special financial facilities appear to be 
necessary to encourage the wider use of iron implements of the, modern 
type, as intermediate credit for this purpose is available from the usual 
sources. It is only when costly pumping plants are installed on large 
estates or for groups of cultivators co operating for the purpose, that 
long-term credit is required. Tractors seem to have found favour in 
Gujerat and Sind, particularly for the larger holders, and in Sind 
especially, owing to shortage of agricultural labour. Their use may, 
no y 5—6 
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probably, be stimulated by the grant of financial lifelp on a long term 
basis. Consolidation of holdings and joint farming on a co-operative basis, 
in areas where uneconomic holdings are common, are lines of development 
which may be resorted to, if long-term credit facilities are available on 
fair and reasonable terms. 

104. The existing channels through which agriculturists obtain finance 

Sources or for capital and permanent improvements on their 
.Finance. lands are the aowcar or the village money-lender. 

Government, co-operative credit societies and miscellaneous other 
agencies such, as landlords or joint stock banks. The most usual security 
on which credit for these purposes is obtained ls the mortgage of agricul¬ 
tural land. Owing to the absence of any accurate information about the 
extent of the dealings of agriculturists with sowaurs it is not possible to prut 
forward any estimate of the amount of finance provided by the latter 
for purposes of land improvement, and the general tendency among 
agriculturists as well as sowcars to make no distinction between credit 
employed for current needs, domestic requirements or agricultural 
improvement, increases the difficulty. But from the evidence we 
received we conclude that the extent of the capital specifically 
advanced for works of land improvement is by no means substantial; 
in fact, it was frequently represented to us that under the sowcar’s 
methods of financing it was not possible to secure adequate funds for 
the improvement of agriculture at fair rates of interest and with 
repayment spread over a reasonable period of years. The rate of 
interest, though generally lower than the rate on loans for current 
needs, is too high to permit works being undertaken on an economic 
basis, and even where loans have been obtained on the mortgage 
of land, borrowers have always felt some uncertainty as to the 
period which such loans will be allowed to run. This uncertainty 
has acted detrimentally upon the progress of improved or intensive 
cultivation. 


105. In Sind, particularly, it is the practice for the landlords to 
undertake improvements on their lands, but in 

OTHEB AGENCIES. , 1 . j ,, . . , ’ r 

the rresideney proper, this is less common. In any 
case, the long-term credit that the landlords themselves command 
lor purposes of land improvement is so restricted that the land remains 


undeveloped. Among other agencies through which credit for land 
improvement can be secured, mention may be made of the firms selling 
agricultural machinery on some form of hire-purchase system. 
Joint stock banks, including the Imperial Bank of India, play scarcely 
any part in financing works of land improvement, mainly because it is 
not in consonance w ith their system of banking to issue loans on a long¬ 
term basis. 


106. To remedy this deficiency in the credit organisation of the 
Government country, the Government of India introduced the 
taoavi. system of long-term tagavi under the Land 

Improvement Loans Act (XIX of 1883) and every year in their budget 
the provincial Government set apart an allotment to be disbursed 
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through the collectors in various districts. These advances are 
made on the security of mortgage of land, and are available for the 
following purposes :— 

(a) Construction of wells, tanks and other works of storage, supply 
or distribution of water for -the purposes of agriculture, or for the 
use of men and cattle employed iu agriculture ; 

(£>) Preparation of land for agriculture : 

(e) Drainage, reclamation from rivers or other waters, or protection 
from floods or from erosion or other damage by water, of land used 
for agricultural purposes or waste laud which is culturable ; 

( d) Reclamation, clearance, enclosure or permanent improvement 
■of laud for agricultural purposes; 

(c) Renewal or reconstruction of any of the foregoing works or 
alterations thereon or additions thereto ; and 

(/) Such other works as the Local Government may, from time to 
time, bv notification in the local official Gazette, declare to be improve¬ 
ments for the purposes of the Act. 

The rate of interest charged at present is 6| per cent., and the maximum 
period of repayment is fixed at twenty years. The loans, which are 
usually advanced in instalments according to the progress of the works, 
are recoverable in equated annual instalments. The work of scrutiny of 
applications for loans and of their recovery is entrusted to the local 
revenue authorities and instalments that are overdue arc recovered 
as arrears of land revenue. These advances are distinct from 
the advances made under the Agriculturists’ Loans Act (Act XII of 
1884), but we found in the course of our inquiries that the figures of 
both typos of Government loans were not separately shown. We recom- 
m;nd that, in future, separate accounts should invariably be maintained 
in every district for the two types of loans. The figures of advances 
under the Land Improvement Loans Act, as made available to us, 
are as under :— 


Year 

(Figures in 
thousands of rupees) 

1901 

17,61 

1905 

19,05 

1909 

5,94 

1913 

10,74 

1917 

3,30 

1922* 

1,41 

1926f 

13,72 


* Figures for 1921 are not available, 
t Figures for later years are not available. 

mo y 5—6a 
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No. 3. 


HUNDI 


Rs. 600. 


Mudati Bund*. 

ShEI 8 ATS AM. 


DUE 


NINE ANNAS 


BOMBAY, 19 

( )_days after date_^ _ 

pay to___ 

or order the sum 'of Rupees (600) Six Hundred only for value 
received in cash this day. 


Brokers N. A Co. 


No. 4. 

Deposit Receipt. 

To _ 

From___ 

The writer of this receipt has to-day received from you the sum of Rs._in 

cash, the rate of interest being per oent. per annum, the same being 

fixed through the broker___• The said amount has been 

received by a cheque or in cash from___and credited to your account. 

Dated the 12th darkday of Bhadrapad Samvat year 1986. 

Rs. (Signed) 


No. 6. 

Promissory Note. 

I promise to pay Sheth__or order the sum of Rs._ 

with interest at per oent. per annum for value received in cash. 

Dated the 12th darkday of Bhadrapad Samvat year 1986. 

Rs._ (Signed) 
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land improvement through a judicious distribution of long-term tagavi 
' loans - 

Tagavi advances in the District of Baja pur. 


Year 

I Total No. of 
f works for | 
Allotment- wiiicb loans i 
by tjovmi- were | 

I Turntfor advanced 

the year 

Total Total No. of 

amount works 

advanced j completed i 
for the | during the , 
works in . year i 

columns ' ' 

3 and 4 ' 

1 

j No. of works 
[ still lu 
progress i 

) Tapavj 

1 Outstanding 

a t the end of the 
ywa- 


! i 

wiring vGaf; 

Wads Wells ' Wads Well® 

Wndi Wells 

Principal , Interest 

• - 

1 

1 S 

, 1 

3 i 4 

! 

5 G 7 | 

fi [ 8 

iu ! 

11 


~! ; 

'[ 

It*. 


Rs. ! 

Rf. 

19c! 5-2 It 

"! 

1 

1 

39' 50 

10.90,1071 

91,069 

1920 27 

..j 2.52.000 

| i 

47c| 3551 

2,51,739 465 353 

i 

11,80,630 

89,129 

.1927.28 

2.75, non ■ 

tiliOj 299j 

2.74.398 882 . . 1 

i 

1 l ] 

13,63,97c' 

99,414 

1928-29 


f«17' 220f 

2,99,989 388 .. 

i 

i . . j 

14,74.131 

84,164 

lot'll 

..j asj.coo 1 

],76aj S?4 

8,23,136 1,735 353 

59: 50: 

‘ 1 1 




A’ote.—For 1929-30 a sum of Hs. 3,00,000 was sanctioned uud ovtoitliib JU. 3,11,482. were adduced 
in th* first half of th« year for 194 new work®, 130 lead* (or Held embankment*) and 58 irrigation 

veils. 

108. Another agency through which long-term credit for capital and 
permanent improvement can be obtained is the 
fiooiBTijfs E 8 A T1V K co-operative society. Agricultural co-operative 
' ^ societies arc permitted, under them bye-lavs, to 

grant, loans, up to a maximum of Rb. 750 for an individual, for purposes 
of land improvement, the loan to be secured on mortgage, of land and the 
period of repayment to be ten years at. the maximum. Loans over Rs. 750 
are also permissible with the approval of the Registrar of Co-operative 
Societies. The statistics published by the Co-operative Department 
do not furnish figures of loans issued by societies under this authority, 
whether out of their own resources ot out of funds borrowed from their 
central financing agencies ; but from the evidence recorded it appears 
that such advances arc made on a limited scale, as the general view 
seems to be that the grant of long-term advances for land improve¬ 
ment, without arrangements for previous inquiry and for control over 
the right use of money, should be discouraged. 

Under rules framed by Government in 1922, in villages where co-operative 
societies are situated, advances under the Land Improvement- Loans Act 
can be made onlv through the agency of such societies. Government 
place an annual allotment, which now amounts to Rs. 3,50,000, at the 
disposal of the Bombay Provincial Co-operative Bank which holds the 
balance in current account and issues loans on the certificate of the 
Registrar. Individuals apply for loans tc the village societies of which 
they are members, and the societies forward the applications to the 
central financing agencies—the central <t the Provincial Bank—to which 
they are affiliated. Government grant the loans to the Provincial 
Bank which is responsible to them for repayment. The Provincial 
Bank, in its turn, holds the central bank or the society—if affiliated to 
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itself—responsible for the advances made, and the rates of interest are 
5| per cent, to the Provincial Bank, 5f per cent, to the central bank, 6 
per cent, to 6J per cent, to the society, and 6f per cent, to the individual 
borrowers. The latter do not have to pay anything higher than is 
payable by those borrowing direct through the revenue authorities. 
The scheme has been only partially successful as is indicated by the 
fact that, year after year, some portion of the allotment has had to be 
refunded to Government for lack of applications. The advances made 
from year to year are shown below :— 


Co-operative Land Tmprovemev.' Loans. 

Year 

Allotment 

Received 

Total 

advances 

made 



Rs. 

Rs. 

1622-23 


3,00,000 

1,02.471 

1923-24 


3,50,000 

94,229 

1924-25 


3,50,000 

1,60,210 

1925-20 


3,50,000 

2,09,570 

1926-27 


3,50,000 

1,14,070 

1927-2S 


3,50,000 

1,02,270 

1928-29 


3,50,000 

60,097 


109. It will be seen from the table that the amounts advanced 
through co-operative societies arc comparatively 

smalL TLe main ieason for this is dda >' H in 
the disposal of applica tions by the societies aie even 
more serious than in the case of applications dealt with by the revenue 
authorities. The latter have on the spot their own agency—ill-equipped 
though it may be for the purpose—to scrutinize applications, while 
applications from members of co-operative societies have to go to various 
authorities who have no similar agency of their own. Apart from the 
society itself and its centra 1 bank, applications have to go to local officers 
of the Co-operative or Agricultural Departments, often to the Deputy 
Director of Agriculture and invariably to the Assistant Registrar and the 
Registrar of Co-operative Societies. The banks get a nominal remunera¬ 
tion for the responsibility they undertake and as the funds are derived 
from Government, it has been laid down that the work of investigation 
should he entrusted to Government officers. To remedy this defect, 
we suggest that in each district, where co-operation has made progress, 
there should be some officer of the Co-ojterative Department who is trained 
in the elements of agricultural and engineering practice, to examine appli¬ 
cations and also to watch over the proper use of advances made. Where 
there are efficient taluka development associations with a qualified 
staff, the services of the latter should, wc suggest, be utilized by the 
Co-operative Department. 

We noticed that there is one feature which is common to the system of 
tagam loans, whether advanced direct through Government officers or 
through the agency of co-operative societies, namely general ignorance 
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about the facilities for credit and the procedure to be followed in, securing 
funds. This lack of knowledge may be due to apathy or inertia. To 
overcome it steps should, we are of opinion, be taken m all districts to 
place before the agricultural population the advantages of going in for land 
improvement, the schemes of improvement capable of being undertaken 
in various tracts, and the facilities that are available for long-term 
credit. To this end we would propose, as the Royal Co mmis sion on 
Agriculture have suggested, the creation of an agency, educative in scope 
rather than advisory, which, without waiting for the cultivator to con¬ 
sult it, should go to him and urge him to adopt the scheme best calculated 
to utilize his available water supply—to mention the most important form 
of land improvement—to the fullest advantage. This agency should 
also work in close co-ordination with all the authorities concerned in 
rural developments—the Revenue, Agricultural, Co-operative and Public 
Works Departments as well as co-operative banks. As soon as 
applications are scrutinized and plans and estimates framed, the 
papers should be passed on by the agency to the proper financing 
authority, whether the local revenue officers or the Co-operative. 
Department. 

As a. step preliminary to such co-ordinated action, it would be 
desirable to undertake an investigation in every district into the 
natural resources available for the protection of lands from famines. 
Through the Executive Engineers of some districts, and latterly through 
the agency of the Superintending Engineer, Minor Irrigation Works, a 
certain amount of information h as, we understand, already been collected 
on this subject in some districts, but the few thorough surveys already 
made have to be followed up by giving publicity to the concrete pro¬ 
posals outlined therein, by securing tire co-operation of the rural popu¬ 
lation in adopting them and by arranging for the provision of the re¬ 
quisite finance. Though the post of the Superintending Engineer for 
Minor Irrigation Works—the creation of which was specially commended 
by the Royal Commission on Agriculture to the attention of the other 
provincial governments—has been abolished, we would urge that the 
policy of investigating and encouraging minor irrigation schemes which 
the incumbent of this office was expected to carry out should not be 
abandoned ; on the contrary, the activities of this special stall should, we 
suggest, be even extended to districts outside the insecure tract- From 
the point of view of the development of banking organisation in rural 
areas, what is most important is the raising of the creditworthiness of 
the agricultural borrower, and nothing will help towards that end so much 
as the encouragement of minor irrigation works to afford protection 
against famines in the precarious tracts and to stimulate intensive 
farming in. others. 

110. It will be seen from the foregoing description of the existing 
Depicts op Exist- agencies for the provision of finance for agricultural 
iiro Credit improvement that not one of these posses,sea all the 
Machinery-. ingredients required for enabling it to develop into a 

sound system of long-term credit,. These requisites are : a low rate of 
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interest; redemption by a number of small annual payments fixed on 
the basis of increased repaying capacity; and automatic expansion of 
resources. Neither the smears nor the landlords command sufficient 
capital to enable them to finance improvements at fair rates of interest 
and for long periods, and co-operative societies are hardly in a much 
better position. The funds that they or their central banks can supply 
are meagre compared to the magnitude of the problem, and at present 
the finance provided by them for land improvement is practically 
confined to the tagavi placed by Government at the disposal of the move¬ 
ment. Ultimately, therefore, the main source of long-term credit is the 
State, functioning through the machinery provided by the Land 
Improvement Loans Act. Useful as is this method of finance, it possesses 
certain drawbacks which render it unsuitable to serve as the credit 
agency of the future for long-term finance. Undoubtedly, the rate of 
interest is comparatively low, and it is possible to have repayment 
spread over a long period, but the procedure for securing loans and the 
methods of inquiry do not commend themselves to the agricultural 
population and the system has not, therefore, been a great success. 
The tagavi Acts do not, besides, make any provision for the finance 
required to reduce the burden of agricultural debt, for which purpose 
some credit organisation has, in any case, to be created. 

111. In our remarks on agricultural indebtedness we have indicated 

Credit for Debt the lines on which that problem is capable of solu- 
Bedemetior. tion. It will be clear from the observations made 

at the beginning of this chapter that we attach very great importance 
to the need for increased production, but the influence of better farming 
and intensive cultivation on reduction of debt will be slow and gradual. 
In the meanwhile, it would be unwise to allow this burden on the land 
to grow heavier, and some method of direct attack is necessary to reduce 
the incidence of heavy interest charges which are, in effect, a. tax on 
production. Hence it is desirable to give to agriculturists who possess 
sufficient credit an opportunity of redeeming their property or freeing 
themselves from unsecured debt within a reasonable period of time 
through some form of credit organization which should possess the 
essential features we have referred to above. This search for a credit 
machinery for long-term finance is by no means peculiar to India or to 
Bombay. In this Province, a solution of the problem was attempted 
as early as the nineties of the last century by Mr. Justice Ranade and 
Sir William Wedderburn. Later, Sir Lalubhai Samaldas submitted 
a scheme to Government in the first decade of this century, while 
Sir Dinshaw E. Wacha has also advocated the starting of an agricultural 
bank on the Egyptian model. 


112. With the introduction of co-operative credit, hopes were enter- 
Co-operation and ta * neal tliat village societies, with the assistance of 


Land Mortgage 
Credit 


their central banks, might be able to provide finance 
on a long-term basis, and it was the appreciation of 
this point of view that led to the approval by Government of the scheme 
of debentures put. forward by the late Sir Vithaldas D. Thackersey 
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when he promoted in 1911 the Bombay Central (now Provincial) 
Co-operative Bank. These debentures are secured by means of a floating 
■charge on the general assets of the Bank, consisting primarily of 
advances to registered co-operative societies. They hear interest at 
4 per cent., payment of which is guaranteed by Government until the 
■debentures are redeemed. The debentures issued amounted till last 
year to Rs. 7,80,000 out of a maximum of Rs. 20 lakhs prescribed 
under the arrangements and the Bank was not able, after the out¬ 
break of the War, to issue any further debentures and extend facilities 
for long term credit. One of the main grounds of objection to village 
co-operative societies and central banks undertaking responsibilities in. 
this direction is that their resources for long term finance are limited 
and can expand only if long-term deposits are attracted at high rates 
of interest which would in turn raise the lending rate unduly. It is 
felt that there is no machinery available for verifying titles, evaluat¬ 
ing the security and getting documents executed. Moreover, no large 
amount can be advanced to a single individual, when the other members 
are also made responsible for his debts. The introduction of mortgage 
security also saps the sense of personal responsibility on which unlimited 
liability is based. For these reasons, the Provincial Bank and co-opera¬ 
tors, official and non-official, have been forced to the conclusion that 
the ordinary system of co-operative credit is unsuitable for long-term 
finance. 

113. 


The principal difficulty in the way of providingfacilities for long¬ 
term credit is that neither soitmrs noT indigenous 
Advantages of bankei’3, neither joint stock nor co-operative banks, 
.Mobtoagi. anks. are prepared or are in a position to invest funds on 
the mortgage of lands and allow their finances to be locked up for long 
periods, the former because they find finance for marketing or 
current needs more remunerative, the latter because their own borrowings 
are generally on a short-term basis ; and, further, none of the agencies 
is able to provide capital at a low rate of interest. The- mortgage credit 
of agriculturists has, therefore, to be mobilised in a form which creates 
a marketable instrument in which the investing classes can put in their 
money with confidence. This instrument is the mortgage debenture, 
secured on mortgages of immoveable property, mainly in land, executed 
by borrowers. The advantages of this machinery are :— 


1. It establishes a standard system of land mortgage credit for 
agriculture. 

2. It affords to holders of agricultural land credit facilities for 
redeeming their lands from mortgage, for liquidating prior unsecured 
debts or for effecting permanent improvements, secured on the mort¬ 
gage of their lands, at a reasonable rate of interest, in a standard and 
universally acceptable form and free from the risk of uncertainty of 
demand for repayment. 

3. It affords the necessary opportunity, by provision of credit 
facilities to individuals, to purchase and develop lands or bring under 
cultivation cultivable waste or fallow lands, 
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4. It creates a standardised security for investment and opens 
up a channel for the safe investment of capital in the agricultural 
industry. 

114. Land mortgage credit for the development of agriculture and the 
redemption of mortgaged property is now firmly 
Moetoagb Basks established in most of the advanced countries of the 
is other Countries, world. The landsc'Jiaften of Germany are the 
earliest examples of this form of credit organisation 
and the federal farm loan system of the United States of America is one 
of the most recent. In Ireland and in England, during the last few 
years, agricultural credit corporations have been set up, the main 
feature of which is the large measure of State aid extended to 
enable them to popularize the land mortgage debentures. In Ireland, 
Government undertake to subscribe to the capital and guarantee the 
principal and interest thereon, as well as on the debenture bonds issued 
by the corporation. - In England, the share capital, which bears a limited 
dividend not exceeding 5 per cent., has, following the lead given by the 
Bank of England, been wholly subscribed by various joint stock banks, 
while Government have provided the corporation with a guarantee 
fund of £650,000, free of interest, for sixty years, and besides contribute 
annually £10,000 towards their expenses. The debenture bonds to which, 
too, Government may subscribe, and. of which they may procure the 
underwriting, rank as trustee securities. The Irish and English 
corporations can deal'direct with the farmers or utilise the agency of 
co-operative organizations in Ireland, or of joint stock banks in 
England. In the United States of America, the federal farm loan system 
provides for the creation of a chain of co-operative organisations. The 
individual farmers combine in their local associations called “ national 
farm loan associations ”, and these associations are federated into 
federal farm loan banks ”, which are. twelve in number. At the apex, 
there is the “ federal farm loan board ” attached to the United States 
Treasury Department and responsible for co-ordinating and supervising 
the activities of the land banks which are jointly and severally respon¬ 
sible for the bonds issued by each. The bonds are free from all taxation 
and are recognized as “ instrumentalities ” of the United States, and as 
a legally authorised investment for all “ fiduciary ” and trust funds. 
Shares in the land bank are held by the governments of the different States 
or by individuals, but the aim is to have the entire share capital held by 
“national associations”. State aid is thus the basis of the land 
mortgage credit system in all the three countries referred to above. 
Another feature of the federal farm loan system to which we should 
like to call attention is that business is conducted through local 
organisations enjoying intimate touch with the agricultural borrower. 
These few facts are set forth here to indicate that though land 
mortgage banking is in an experimental stage in India, it has over half 
a century’s history behind it in Germany and elsewhere, and that 
worked under proper control and with due safeguards, it is a most 
valuable instrument for improving the economic status of the peasant 
proprietor. 
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115. At the Conference of Registrars of Co-operative Societies held in 
1926 a scheme of land mortgage organisation was put 
Creih-^in Bombay? '* forward and the proposals were examine^ hy the 
Royal Commission on Agriculture which expressed 
general approval of the scheme. The Commission, however, emphasised 
the need for controlling, through a central organisation, the w'ork of 
issuing debentures and urged the need for caution, especially in the work 
of debt redemption. In conformity with this policy, the Government of 
Bombay have approved of the organisation of three co-operative societies, 
one each, in the districts of Broach, Dharwar and East Khandesli. 
These societies were registered last year and are formed on the model of 
the national farm loan association of the United States. The membership 
of these bodies consists of groups of agriculturists who hold land and 
wish to borrow on its security for approved purposes. The pnrposes for 
which loons can be made are :— 

(1) The improvement of land and methods of cultivation. 

(2) The installation or purchase of costly agricultural plant and 
machinery. 

(3) The redemption of mortgaged lands and houses and the liqui¬ 
dation of old debts. 

(4) The purchase of land for pnrposes of land improvement or 
for making better cultivation possible in the general interests of the 
community or for bringing under cultivation, cultivable waste or 
fallow lands. 

The members contribute, as share capital, five per cent, of the amount 
of their borrowings, and tills capital is invested separately. The societies 
have pow r er to adva nce loans to a maximum of fifty per cent, of the value 
of unencumbered land, or, in special circumstances, of. house property and 
the period of the loans may extend upto thirty years. The committees 
of the- societies, on which there are representatives of the Registrar of 
Co-operative Societies and the Bombay Provincial Co-operative Bank 
(which functions as the central bank for this business), make recom¬ 
mendations with regard to loans which are subject to the. approval 
of the Provincial Bank and the Registrar. Each of the societies has 
attached to it as a land valuer an officer of the Revenue. Department 
whoso services have been lent free of charge by Government for the 
initial period of working. We would note here that we attach great 
importance to the systematic valuation of lands on scientific lines and 
would not like the land mortgage organisation to accept a multiple of 
the assessment as the basis for land valuation. The arrangement of 
lending the services of a Government officer for this purpose seems, on 
the whole, to be the most suitable under the existing conditions. Both 
in respect of control of valuation and the grant of loans, the local 
societies do not enjoy' unfettered discretion, but in the present circums¬ 
tances we agree that the control of the organisation has to be 
centralized. The grant of too wide a discretion to the local directorate 
has already led to certain difficulties elsewhere, and it is reported that 
there have been cases of deliberate default and unsound business. 
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There is one feature of their working which appears to stand in need 
■of some modification. As the model of the federal farm loan system 
is followed, the present arrangements are that no portion of the 
margin between the borrowing and lending rates of interest is available 
for the local societyj which is expected to meet its expenses out 
of the interest on the investment of its own share capital supplemented 
by small grants from the Provincial Bank. In the United States, 
the working expenses of tk ‘ national associations are kept very low, 
gratuitous service is common, and all out-of-pocket expenses are 
recovered from borrowers. That seems to be a fair arrangement, but 
it is worth considering whether, in view of the large size and wide area 
of the societies started in this Province, a fixed portion of the 
margin between the two rates should not accrue to the local land mort¬ 
gage societies. Prom the point of view of expense, as well as of mutual 
contact between borrowers, the question of the area of operation appears 
to be important. The Royal Commission on Agriculture favoured 
restriction of the area to the smallest unit consistent with competent 
management. After comparison of tlie results of the working of one 
society in this Province, which serves only a taluka, with the other two, 
each of which serves a district, Government may decide what should 
be the area of operations in future. For the present, however, we would 
only suggest that even the societies which have the whole of a district as 
their area of operations may be advised to restrict their actual operations 
to one taluka or a group of two or three contiguous talukas. The three 
societies now working in the Province have only recently started their 
operations and the amount of loans they have sanctioned so far is very, 
limited, the total coming to Rs. 1,15,766 only. Government may now 
well examine whether they should not permit the formation of co-opera¬ 
tive land mortgage associations in different parts of the Presidency, 
without awaiting the results of the working of the three societies. 

116. The principal improvement that is called for in the present 
arrangements is the creation of an independent 
Momgaoe'bank. A:ND ceiltr al land mortgage bank for the Province corres¬ 
ponding to the “federal land bank ” under the 
American system. The Royal Commission on Agriculture recommended 
that the issue of debentures should be controlled by a central organisa¬ 
tion on the ground that the system of issue by separate mortgage banks 
would inevitably result in a number of small institutions flooding 
the market with competing issues, that the security of each unit 
would be low and that, consequently, the terms of issue might have to 
be unfavourable. Even in Madras, where debentures were permitted 
to he raised by local banks, it has now been found necessary to start 
a central bank for issuing debentures and for co-ordinating the work of 
local banks. In this Province, where, according to the present system 
of land mortgage credit, the local society is, for all practical purposes, 
an advisory and guaranteeing body, we are convinced that tire need 
for a central land mortgage organisation is all the greater than ill 
Madras. The Provincial Bank which has, as a provisional arrangement, 
agreed to raise additional debentures to finance co-operative 
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land mortgage societies is now unwilling to shoulder further 
responsibility for the work. The Provincial Bank is an institution itself 
receiving short-term deposits from the public and functioning as the 
balancing centre of the co-operative movement, with which all the surplus 
funds of various institutions are being deposited. It owes a duty to its 
own depositors as well as to depositors in its affiliated institutions to see 
that it assumes no responsibilities which are likely to result in its funds 
being locked up in long-term agricultural finance. Land mortgage 
finance, even under the best of safeguards, may lead to complications 
such as unavoidable purchase of lauds, and the credit of any 
banking institution dependent on deposits for its capital is likely to 
be rudely disturbed by such transactions or even by rumours of its 
being involved in them. Besides, the Provincial Bank in its financial 
relations with the Imperial Bank of India finds itself handicapped owing 
to the floating charge created on its general assets. Under the original 
trust deed, it cannotissue debentures chargedspecifically on the mortgages 
held on account of local societies, while there is no doubt that such 
mortgage bonds have better prospects of finding favour with the public 
than debentures secured merely on the general assets. We, therefore,, 
recommend that as in other countries, Government should actively 
assist in the starting of a central land mortgage bank, with the 
assistance of the Imperial Bank of India and joint stock banks, the 
Provincial and other co-operative banks and the land holding classes. 

Membership of the central bank should, as in the “ federal land banks,” 
be open to all these at the start, and Government too should take up the 
unsubscribed portion of the capital. Theoutside shareholders and Govern¬ 
ment should, however, withdraw gradually as the. shareholding of the local 
societies increases. The constitution of the directorate should provide for 
a large and increasing share .in the management being given to the re¬ 
presentatives of the local societies and should also include a seat for the 
Registrar of Co-operative Societies or some other nominee of Government. 
The bank should, we recommend, be registered under the Co-operative 
Societies Act to provide restrictions on the rate of interest on lendings 
and on dividends. All the other restrictions of the co-operative system 
would also operate and the Registrar would have his power of inspection 
and audit. No additional power for securing the interests of Government 
seems to us to be necessary, though the agreement with Government and 
the trust deed to secure debentures will contain all the susual afeguards 
now'embodied in their agreement with the Provincial Bank. The hank 
should be allowed to issue debentures to the extent of twenty times 
the paid-up capital. These debentures should have both the prin¬ 
cipal and interest guaranteed by Government and they should undertake 
to subscribe to a portion of the debentures. Government have, it may be 
noted here, already agreed to purchase debentures of the Provincial Bank 
to the extent of B,s. 5,00,000, to be earmarked for land mortgage work, 
of which amount Rs. 2,00,000 have already been subscribed. 

A guarantee by Government is valuable from the point of view of the 
investors, and witnesses connected with the Bombay money market 
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testified that otherwise they were doubtful of a wide response on the 
part of the investing public. Government, moreover, owe a duty to the 
agricultural population and can meet the demand for better facilities for 
long-term finance by giving a guara ntee, by which means they will be able 
to inspire confidence in this new system of land mortgage credit without 
any loss or embarrassment to themselves. The present debentures of 
the Provincial Bank rank as trustee securities under the Indian Trusts 
Act, and we approve of similiar recognition being accorded to the 
debentures of the proposed central institution. We recommend purchase 
by Government of these debentures, as that will be the best means of 
introducing them to the market, promoting their negotiability and giving 
a lead to the rich landlords who are otherwise, very conservative in 
matters of investment. Wo further suggest that in the areas of 
different land mortgage societies an opportunity should be afforded 
to local investing classes to subscribe to the debentures of the 
central bank. When appreciable sums are secured locally, the 
debenture director, for whom provision is made even in the* existing 
bye-laws of co-operative laud mortgage societies, will be a valuable link 
between the local investors, the borrowers and the central land 
mortgage bank. 

117. During the course of our inquiries in Sind, we received a large 
volume of evidence in favour of the creation of a land 

Need fob Most- 
cage Bamk ih Stub. 

ground for this demand was the desire to make suitable arrangements 
to finance the purchase of lands to be brought under perennial irrigation 
under the canal system which will he fed by the Sukkur Barrage project. 
These demands were put forward on behalf of zemindars, as well as on 
behalf of karis whom several witnesses wished to see settled on lands of 
their own instead of being tenants-at-will having no permanent interest 
in the cultivation of the lands entrusted to them. There were also 
proposals for financing the colonization of some portions of the new 
lands to be brought under cultivation by young men from the middle 
classes in towns and cities. The recent orders of Government (vide 
Press Note P. 69, dated 7th March 1929) make provision for the grant 
of lands on the Barrage to zemindars, peasants and the general public. 
About 3| lakhs of acres of fallow forfeited and mohag land is to be given 
to existing holders at the nominal rate of Its. 15 per acre, the amount 
being payable in two annual instalments. As regards grants to peasants, 
it is intended to give them land, about 16 acres each, at a concessional 
rate. They will he allowed to complete the payment of the price within 
a period ranging, at their option, from 20 to 45 years. During the first 
five years the peasants will be tenants-at-will, paying Rs. 3 per annum 
per allotted acre. During the remaining period they will have to pay, 
in addition to the ordinary land revenue, a sura varying, at their option, 
from Rs. 5 to Rs. 3 per acre, the former if they wish to complete the pay¬ 
ment within 15 years, the latter if within 40 years. For the present, 
Government have set aside 50,000 acres formakingsuch grants to peasants. 
They have also authorised the Revenue Officer, Sukkur Barrage, to 


mortgage bank for Sind distinct from the organisation 
required for the Presidency proper. The chief 
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consider applications from co-operative societies or other organised 
groups for grants on terms not more generous than those outlined 
above. 

As regards the bulk of the unoccupied land. Government have decided 
to sell it at the best prices procurable from time to time Sales by 
auction will be the rule and these will be open to all bidders. Payment 
will be allowed to be made in instalments, the general rule being 10per 
cent, down and the balance to be paid by five annual equated payments 
of principal and interest, the rate of interest being per cent. The 
sales will be held from time to time, and generally not more than once a 
year before the canals are opened and flowing. 

These orders provide facilities for all classes of the population desirous 
■of taking advantage of the newly opened areas, but there has been 
some criticism to the effect that in the case of open sales, the period of 
five years over which payment is to be spread is too short and that if 
it were extended to ten years, better prices would probably be obtained, 
and more buyers attracted. We. think that there is some force in this 
criticism and suggest that the period be extended to ten years, especially 
as such extension is not likely to cause any loss to Government. 

So far as the present zemindars are concerned, they will require finance, 
as Mr. H. Dow, I.C.S., Revenue Officer, Sukkur Barrage, has 
pointed out to us, not so much for the purchase of more land, as 
for developing, as quickly as possible, lands which they already 
hold. The great increase in cultivation which may he expected in 
the early years of the Barrage will come rather from an increase in 
cultivation of existing occupied lands than any rapid extension of cidti- 
vation in virgin soil. The zemindar who at present holds 400 acres of 
which he can cultivate only 100 acres needs to be taught to use all his 
resources in bringing his existing holding into full cultivation under the 
new conditions, so that the land he annually cultivates will he, say, 300 
acres instead of 100 acres. The question of the provision of funds for 
this purpose has an important hearing on the proposal for a land mort¬ 
gage bank for Sind. 

Finance will also be required for the clearance and reclamation of 
the land, and for all the other preliminary expenses of development. 
The need for the introduction of labour-saving machinery in Sind 
and also for the installation of pumping plants for lift irriga tion has 
already been referred to earlier in tins chapter. Lastly, it may be 
observed that the problem of agricultural debt, despite the size of the 
estates and the absence of small holdings, is as acute in Sind as in the 
rest of the Province and has been aggravated by the floods, frosts, heavy 
rains, and locusts that have visited Sind dining the last three years in 
succession. For these reasons and in view of the difference in 
agricultural, social and general economic conditions, we should like to 
see a separate land mortgage bank created for Sind. If that is not 
feasible, the central bank for the Presidency will have to open a 
branch for Sind and appoint a local committee to assist in its working. 
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Government with 
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118. When a central land mortgage bank is started in the 
Presidency and it co-ordinates the work of the local 
societies, it should also establish contact with, 
the special agency foT minor irrigation works 
referred to earlier in this chapter and utilize its 

services for the extension of irrigation facilities. Important as is 
the work of reducing the load of indebtedness by direct measures, 
it has to be undertaken with great caution. From the point of view 
of national progress, we attach great value to action taken to stimulate 
increased production and intensified agriculture and we visualize a time 
when the central land bank will have its own staff for promoting such 
development. Similarly, we also foresee a time, at a much later stage, 
when the tagavi operations of Government under the Land Improve¬ 
ment Loans Act will gradually be absorbed in the land mortgage credit 
system. Even at present, these operations are not considerable, and 
much success has not attended the efforts of Government to popularize 
the system by entrusting the work of distribution of loans to co-operative 
agency. At the same time, we do not like to suggest any action 
which would relieve Government of their responsibility in the matter, 
and it is for this reason that we recommend Government themselves 
to take the initiative in constituting a central land mortgage bank 
and financing its operations at the outset. The only drawback about 
any eventual absorption of the long term tagavi operations in the land 
mortgage system is that the. new agency might not be in a position to 
grant suspensions freely or to allow partial or full remissions either 
of principal or interest. Some mutual arrangements between Govern¬ 
ment and the hank in this respect and the grant of subsidies may, 
however, provide a solution of this difficulty when the question has 
eventually to he settled. 

119. We would like to refer here to the proposal frequently made for 

investing the land mortgage organisation with powers 
Precautions nsoes- of foreclosure, such as are enjoyed by similar 
3AIlT> institutions in many European countries. Though 

the Registrar of Co-operative Societies and a few 
other witnesses supported the view that such powers were necessary, 
both the Provincial Bank and the Co-operative Institute seemed to hold 
that extraordinary powers should not be resorted to until by experience 
the ordinary machinery was found defective. In the absence of actual 
experience of the working of the land mortgage societies, we would 
concur in the latter view, particularly as we feel that the grant of powers 
would from the outset bring this system into discredit as an agency the 
operations of which might result in expropriating from their lands 
those who resort to it for borrowings. Rather than depend on powers 
of foreclosure, these institutions should choose their members carefully 
and make thorough investigations not only into the title and valuation 
of lands, but also into the character, repaying capacity and credit 
position of the borrowers. Another point to which we should like 
to draw attention is the influence of the partition of estates on the 
credit of borrowers and their repaying capacity. The value of the. 
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land, its productive capacity and the income from agriculture are all 
seriously affected when, on the death of a borrower, his estate is sub¬ 
divided and the lands are cultivated separately by the various co-sharers. 
We realise the difficulty of dealing with this problem by legislation, but 
we should like, the promoters of local land mortgage societies and the 
authorities of the proposed central land mortgage bank to cany on 
propaganda among their members to discourage partition of estates, and 
carefully watch the effects of the sub-division of landed properties on 
the economic condition and repaying capacity of borrowers. Caution in 
these respects, scrutiny of purposes, supervision to ensure the proper use 
of loans,-settlement of debts so a3 not to allow the old creditors to 
benefit at the expense of their debtors because of the easy terms 
of finance, rigid insistence on the punctual payment of stipulated instal¬ 
ments except in times of distress, these should suffice to ward off 
unpleasant consequences, and if defaults still occur, recourse may 
be had to the ordinary law, supplemented by such special powers as are 
already enjoyed by institutions registered, as this bank is pmposed to be, 
under the Bombay Co-operative Societies Act.. 

120. We- received no evidence favouring the creation of land mortgage 
banks on the joint stock principle as distinct from 
Joint Stook Mop.t- the co-operative organisation sketched above, 
axon Banks. Some countries have this type of bank as the 

sole agency for dispensing land mortgage credit, 
while others have two parallel organisations, the co-operative and the 
capitalist, functioning side by side. We foresee some danger in a large 
capitalist organisation undertaking the direct financing of individuals 
throughout the Province. As the membership of local mortgage 
societies Is open to all holders of agricultural land, it is likely to be urged 
that registration under Company Law should be refused to any other 
institutions providing credit on the security of mortgage of land. The 
contention is that the entire attitude of a joint stock capitalist 
organisation towards the problem cannot be imbued with the spirit of 
sympathy for the agriculturist which is essential for the successful work¬ 
ing of any system of rural credit, that the borrowers will have no control 
over its operation's and that owing to its anxiety to secure the maximum 
of profits there are bound to occur conflicts in which the agriculturist, as 
the weaker party, will suffer. We appreciate the force of these arguments, 
and, though we do not propose that joint stock organisations .should be 
prohibited from making advances to agriculturists on the security of 
mortgage of land, we hold that under any banking legislation that is 
undertaken provision should be made for regulating the work of 
joint stock banks desirous of entering the field of agricultural land 
mortgage credit. We also recommend that if such institutions come 
into existence and issue debentures, no special facilities need be 
placed at their disposal. The reasons are obvious. The co-opera¬ 
tive organisation deserves support because it is subject to all the 
restrictions imposed by the co-operative law in respect of shareholding by 
individuals, rrftes of interest on lendings, distribution of profits, rates of 
dividend and participation by the borrowers in the control of working. 
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The joint stock organisations, on the other band, have their operation** 
unfettered by any control and are not subject to any restrictions in respect 
■of rates of interest and dividend, and make no portion of their profits 
available for the benefit of their borrowers. Not being in touch with and 
not being amenable to the control of their clientele, their operations 
may turn out, in the long run, detrimental to the interests of the 
agricultural classes, who sought their help fox getting relief from 
the burden of mortgage debt or the improvement of their lands, 
hut who may find, on the contrary, their property passing away 
from their hands. The value of the co-operative land mortgage system 
consists in its being based on the local society, which possesses local 
knowledge of character and repaying capacity and may be trusted to 
see that money is spent wisely and that timely pressure is applied to 
ensure punctual repayment. These are the essential features of any 
sound system of controlled credit, in the absence of which banking 
organisation on modem lines, whether for short-term or long-term 
credit, may do more harm than good to the rural population. 



CHAPTER VII. 


Marketing Agricultural Produce. 

121. We have dealt so far with the problems of agricultural produc- 

Scows of the tion and credit. We shall now discuss the supple- 

Chapter. mentary question of marketing. When families and 

communities are more or less self-sufficient, there is little need for the 
■services of markets and middlemen, but with the growth of division of 
labour and specialization in production marketing assumes increasing 
importance. Though there has been considerable development of trade 
in this Province, marketing arrangements need better organisation and 
financing. We describe in this chapter the existing system of the sale 
and marketing of agricultural produce and indicate the lines of 
improvement therein. 

122. As there ate no regulated markets in this Province, with definite 
Markets. location, rules of business and agencies of control, 

the word “ market ” is used very loosely, often meaning only a place or 
■a locality where sellers and buyers meet. There are certain regulations 
framed and enforced by municipal and other local bodies, but they refer 
mainly to sanitary matters and the convenience of the retail buyer. 
Broadly speaking, every village is a market for export and perishable 
■crops, as buyers and sellers meet there and settle bargains. The term 
is, however, popularly applied only to village bazars, and to village, 
town or city centres where crops of all kinds or of any particular kind 
are brought for sale. The weekly bazars or markets held at villages and 
towns, which are a common feature of the Deccan, the Karnatak and the 
Konkan (there are, for example, as many as 42 markets in the district 
•of Sholapur and 50 in Bijapur) are governed almost wholly by custom. 
The day of the week, the firne of holding the bazar and often the plat* 
in the village have been fixed by custom. If a weekly market is to be 
held in a new place, the District Magistrate’s approval is necessary under 
the Markets and Fairs Act (Bombay Act- of 1860). At such bazars, 
sales are made direct to the purchasers and for cash. Besides local 
traders, agents of outside merchants, pedlars, put up their temporary 
booths. Agricultural produce, cattle and articles of domestic require¬ 
ments such as cloth and bangles, etc., are brought for sale. Thus they 
are both collecting and distributing centres. In some places, such as 
Poona, there is a special market for cattle, while markets for fodder, 
often well organised, are to he found in several towns. 

In Gujerat, there are generally no weekly bazars or organised markets. 
All the towns or villages which have ginning factories serve ds cotton 
markets. Sales of cotton take place in the compounds of ginning 
factories or in railway station yards. At most centres, there are no 
market places where buyers, brokers aud sellers can meet; nor are 
there market committees or licensed brokers, regulations regarding 
conduct of sales, customary levies, and such other matters. In 
Khandesh and the Karnatak, some municipalities like Jalgaon and Hubli 
have provided open spaces which serve as cotton markets, whereas- at 
places such as Pachora, there is nothing like a market yard and 
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transactions take place in the compounds.of ginneries. Here also there 
are no market committees or regulations. There are at certain places ,, 
associations of traders, brokers, etc., which try to see that the market 
practices and customs approved by them are enforced. The 
agriculturists are not represented on these committees and associations. 

As regards produce other than cotton, in the case of gur, the locality 
in a town or city where the shops of wholesale merchants dealing in a 
particular commodity are situated, -constitutes a market for that 
commodity. For other produce there are special sites assigned 1 for 
marketing. (Commission agents negotiate with prospective buyers, 
samples are shown, prices fixed and bargains struck. 

In Sind there are no organised market centres. Shikarpur and Jaeoba- 
bad are small centres for grain, but .even these are not systematically 
organised. The zemindars sell grain to middlemen, such as brokers, 
adatyas and merchants in the localareas as soon as the crop is harvested. 
Cotton is bought generally by ginning factories or export firms, directly 
from zemindars or through merchants or their own agents. 

123. The total value of alt the crops grown in the Province has been 

estimated at an average of Rs. 152 crores of which 
Volume or Business, 65 crores are accounted for by money crops, and 
87 crores by food and fodder crops. All the money 
crops and a part of the food and fodder crops are annually disposed of, 
either in villages or in market places. The total value of the crops sold 
may be taken to be not less than Rs. 110 crores. This figure represents 
only the value of the crops sold by the cultivator. The merchant, 
however, has to handle crops of greater aggregate value—as there are 
crops imported from or passing through the Province, such as cotton 
from Raroda and Berar, and cotton and wheat from the Punjab. The 
figures regarding the value of crops and marketing, though impressive, 
do not give an idea of the work and organisation involved in millions of 
transactions with small producers at thousands of places. 

124. Very few marketing surveys have been made in this Province. 

In fact the investigations conducted by the Indian 
Makebtino Surveys. Q etl tr a l Cotton Committee into the marketing and 
finance of cotton are practically the only surveys so far made. Some 
information about marketing has also been collected in a few villages 
which were intensively surveyed by us. In the absence of other similar 
investigations, however, accurate and reliable information for all the 
important crops in the different tracts is not available. For crops other 
than cotton we have confined our observations to a few leading features 
of the marketing of a few crops in representative areas. 

125. Marketing conditions vary from tract to tract as regards the 

same product and even in the same tract, in respect 
op Caops,* 3 * 1 CLASSES of different products, but some broad generalisa¬ 
tions can be drawn for the Province as a whole. 
For the purposes of marketing, the crops can be divided into three 
classes: (1) Crops, the. greater part of which is exported, (2) non- 
perishable crops which are mostly consumed in the Province itself, and 



(3) perishable crops which ate mostly, consumed in the Province. They 
may, for the sake of convenience, be called “ export,” “ food ” and- 
11 perishable ” crops, respectively 

126. Amongst the export crops, cotton is by far the most important. 
Ex roar Ceops :: covering, as it does, an area of 5 million acres in the 

cottox. Province. The Province can be divided into the 

following six tracts, the division being based on the types of cotton; 
grown therein.:— 

(1) North Gujerat. 

(2) Middle Gujerat. 

(3) South Gnjerat. 

(4) Khandesh. 

(5) Karnatak. 

(G) Sind. 


The investigations of the Indian Central Cotton Committee extended 
over 1, 2, 4 and 6 only. Our inquiries covered 2, 5 and 6. 


The following diagram indicates the channels through which cotton 
usually passes from the grower to the mill-buyer or the exporter. 
Variations, however, are. numerous, and the number of middlemen is 


Sometimes larger. 


Village dealer. 

Market (through 
broker). 

Middleman (one 
or more). 
(Ginning.) 

■Bombay commission 
agent (one or more). 


■GROWER, 

I . 


Travelling buyer. 


Middleman (one 
or more). 
(Ginning.) 


Conunisgiori agent. 


Co-operative Sale 
Society. 
(Ginning in 
Gnjerat.) 


Exporter or null-buyer 
or merchant’s agent. 
(Ginning.) 


Exporter or mill-buyer 
or merchant. 


127- Sometimes agriculturists sell their standing crops of cotton, but 
■ such sales form a small percentage, the maximum 
Methods of Sale. sa j egj acc0 rding to the Central Cotton Committee’s 

investigations, having been effected in Sind, where it was found that 
Dine per cent, of the outturn belonging to twenty per cent, of the 
cultivators was sold in this way. Most of the transactions appear to 
be of the nature of forward sales, undertaken practically without any 
knowledge of the position of the cotton crop ot the prices current in 
this country or in other parts of the world. Such sales are undertaken 
at times because the cultivator is in want of money and at times merely 
for the sake of speculation. As a rule, the agriculturist sells Seed cotton 
(topas),' In North Gujerat, bolls {hallos) are sold instead of seed cotton. 



Ia South Gujerat, in gome cases, individual agriculturists or groups 
of agriculturists sell their cotton after getting it ginned. The agricul¬ 
turist generally likes to sell his cotton in the village rather than take it 
to a market. This is specially so in Khandesh and Sind where the 
percentages of village sales to total sales were found by the Indian Central 
Cotton Committee to be 81 • 4 and 79 respectively. For Middle Gujerat,, 
the percentage was Bl. As regards the Karnatak. the prevailing impression, 
is that only 30 per cent, of the cotton is sold at the village, but tbe inquiry 
conducted by our investigator in one village in the “ transitional " tract 
in the Dharwar district showed that as much as 70 per cent, of the sales 
were effected at the village. This is probably not true of the whole of 
the Karnatak tract, particularly the eastern portion of it, where large 
amounts are advanced by the dalals to cotton growers. The impression 
referred to above is probably due to the fact that the middlemen who 
buy cotton at the village and ultimately sell it in the town market are 
often themselves agriculturists. 

There are several reasons why the cultivators prefer to sell the cotton 
at the village. Many of them have only limited quantities to sell 
which may be. too small for a cart-load. Sometimes they have no cart, 
of their own and the charges for transport, during the marketing season 
are heavy. If the cotton is taken to the marketing centre, the producer 
has often to undergo considerable inconvenience, trouble and loss in the 
unregulated market. It is also found that, in the cotton areas, owing to 
keen competition amongst the buyers, the prices in the village are 
generally not unfavourable, if an allowance is made for'transport and 
other charges. The cotton may be sold in the village to the sovvar 
or petty merchant, to clear an outstanding account, or to the agent of 
the outside buyer. In the former ease, the price offered may not be 
favourable to the cultivator, w r hile n the latter ow r ing to competition 
amongst purchasers from outside he may secure a fair price. We found 
that sometimes, in anticipation of a rise in the market, better prices were 
paid in the village than those prevailing at the time in the market. 
The one great advantage of sales in the village is that the agriculturist 
can wait for some time and is not compelled to part, with the cotton at- 
once. He can hold it over if the price offered appears to him to be low. 
When, on the other hand, he takes cotton to the market he cannot 
afford to halt at the place and has to dispose of it at once or leave it 
with his adatya. In the village he can keep the cotton in his own 
house if he thinks that, he can realise a better price later. Further, 
disputes about prices so common in the marketing centres are rare 
in the village. 

128. The person to whom the cultivator sells his produce is the so wear r 
the village dealer, the itinerant trader or merchant,, 
ciwdi^.i.3. or a gent of the exporting firm or that of a mill. 
In Khandesh, the Karnatak and North Gujerat, petty buyers make- 
purchases on their own account. In Middle and South Gujerat and Sind, 
ootfcon merchants or gin-owners have their own agents for villages. 
These agents are, in some cases, especially in Sind, sowears and make 



purchases according- 1® the requirements of their principals, There 
are no intermediaries between the sellers and the buyers at the village, 
sad in a large majority Of cases payments are not delayed, except in Sind 
where the sowcar credits the sale proceeds to the agriculturist’s account. 


129. When the cultivator takes his cotton to a market place, he has 

to sell it through a commission agent and the prices 
l.i>u£ai£.-i, are fixed between the agent and the seller by 
finger negotiations under cloth. The cultivator is not actually 
debarred from settling his bargain direct with the buyer, but owing 
to his ignorance of business practices he almost invariably prefers to 
sell his produce through the agent. After the bargain iB strnck and 
the cotton is taken to the ginning factory, vandhas (disputes) sometimes 
arise between the buyer and the seller as to the quality of the produce. 
The buyer offers a smaller price on the plea that the cotton is inferior 
and the seller being in a weaker position has usually to give in. The 
commission agent is generally responsible for the payment of the price 
which the producer almost invariably receives on the spot. 

After the seed cotton leaves the hands of the agriculturist, it passes 
through one or more middlemen and iB ginned at suitable village centres 
or at market places. According to market practices and convenience, 
mill buyers and exporters buy seed cotton through their own brokers 
at important market centres, as in the Kurnatak, or buy lint from town 
merchants or commission agents of .Bombay firms, 

130. The marketing of other export crops, such as wheat and ground¬ 
nut which respectively occupy twenty and ten lakhs 

A N D of acres, proceeds on similar lines, hut the number 
of middlemen going round the villages and creating 
a continuous brisk demand is much smaller. The proportion of 
these crops taken to the market by the agriculturist himself is much 
larger than that of cotton. For groundnut, every town oi village where 
a decorticating plant is set up serves more or less as a market. The 
other important point of difference is that there are not as many diffi¬ 
culties in determining the quality of these crops as in the case of 
Cotton. 


W a a * i 
GaocHTCrcT. 


131. The only ether crop to which we would like to refer is tobacco. 
Tobacco which is an important export crop in this Province. 

The total acreage under this crop is about a lakh 
and a half of acres and a large part of the crop is exported to other 
provinces. The two principal centres for the sale of thiB crop are 
Nadiad in Gujerat and Nipani in the Karnatak. 

The following description of the methods of dealing in tobacco 
at Nipani will give a fair idea of the system of marketing it. It is 
estimated that the annual tobacco sales in Nipani alone amount to 
about Rs. 75 lakhs. Growers in this area often sell their standing 
crop to petty traders. When the crop is ready, the leaves are dried 
and taken to the traders at the temporary sheds erected by the latter. 
In these sheds, the tobacco is cured and converted info jaida, the 
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iana in which it is exported..' Some traders take uhcured tobacco to 
the Nipani market and sell it there. In any case, the agriculturist has 
to wait for payment till the traders get money from the commission 
agents, to or through whom tobacco is sold in the Nipani market. 
Traders do not, therefore, require much capital, but if payment by the 
commission agent is inordinately delayed, they may have to borrow to 
make payments to cultivators. The rates of interest they are charged 
vary from ] 8 to 24 per cent. When jarda is sold through commission 
agents, traders have to allow them credit for 46 days. If cash is 
demanded by thfe cultivator, a discount of 4 per cent. 1 b charged. 

Wholesale buyers from Calcutta and other centres have to stock the 
jarda fpr some months before it is retailed to their customers;—the 
bidi makers. Sometimes, when they are not in a position to pay 
even after the period of 45 days, they have to pay interest to the com¬ 
mission agents at 12 to 15 p.er cepti Commission agents have to pay 
from 9 to 12 per cent, when they themselves borrow from local bankers. 
The tobacco crop is thus ultimately financed to a very large extent by 
the commission agents and bankers of Nipani. 

132, Amongst the food crops the most important isj owar. It occupies 

nearly 80 lakhs of acres, i.e., about 25 percent, of the 
^^Oiwak™ 1 total net cropped area of the Province in a normal 
year. The area is the largest in the Deccan and 
the Karnatak and particularly in the Simla,pur and Bijapur districts. 
Jowar is not sold as a standing crop, nor are there any forward sales. 
The average agriculturist likes to keep at least the quantity that would 
suffice for the needs of his family and live stock for a year, but he some¬ 
times parts even with this quantity to meet the pressing demands of 
his creditors. IE the so wear belongs to the same village as the cultivator, 
jowar ia often sold to himotherwise, the agriculturist sells it to the 
dealer at the village or takes it to the nearest weekly bazar or market 
town. In the latter place, the crop is sold through an adatya who may be 
a- wholesale buyer, or merely an agent. The commission agent shows 
samples to.prospective buyers. Open bids are the rule when the demand 
is slack. But .when the demand is strong; prices are fixed between the 
commission agent and the buyer. After the bargain is settled, the grain 
is measured by w$ighmen who are remunerated either in cash or in kind. 
If, as sometimes though rarely happens, there is no ready sale for 
the grain, it is stored in the agent’s godown for a few days. When the 
grain is sold, the commission agent pays the sale proceeds to the 
agriculturist aiter deducting his commission .and other charges. 
Commission is charged by the agent both to the seller and to the buyer 
and the scale varies slightly from place to place. 

133. Other food crops are marketed on asjmilaT system, tJiere being 
Paddy some difference in respect of paddy. Purchases of 

paddy are made by the- owners of hulling mills at 
their factories or at the villages through their agents,. Paddy is 
usually hulled .before it is moved to distant places. This hulling, is 
done by the middlemen and not by the. agriculturist. For retail 
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distribution in the, respective districts either riee or sometimes paddy 
is moved from one place to another. In certain parts, as we found 
in our inquiry in Advisomapur (Dharwar district), women purchase 
small lots of paddy from cultivators, 4iull it at home, and sell it at 
•bazar or market centres, to consumers or traders. 

Once the agriculturist has parted with the food crops, the village or 
the market dealer tries to keep stock sufficient for sale up to the next 
harvest season, in the hope that it would realise better prices later. 
After his own requirements are met or the limits of his capacity to hold 
.are reached, he exports the crop to the taluka or district places, where 
it is stocked or is again exported according to expectations about the 
future and the holding power of the local merchants. 

134. At the most important centres for perishable crops, such as 

Perishable Crops, Bombay, Poona, Surat, Ahmedabad and Karachi, 

the trade is in the hands of merchants and brokers 
who are efficient, hut whose methods of business are capable of improve¬ 
ment in the interests of both the consumer and the producer. Having a 
monopoly of the business they are not, anxious to make much improve¬ 
ment. Though some of them belong to the agricultural class, their 
sympathies are with the wholesale or retail merchants rather than with 
the producer. 

135. Fruit and vegetables are the two principal classes which con- 
Mavgo. statute the perishable crops. Of the former, the 

mango is one of the most important and most 
■extensively used fruit in the Province. The Konkan is the most import¬ 
ant, mango-growing tract both as regards the quantity and the quality 
of the fruit. Unlike the export and food crops, this crop is sold almost 
invariably while it is on the trees and sometimes even before it is actually 
seen in blossom. The crop is usually purchased by “ contractors ”. 
Part of the price, fixed is paid immediately the bargain Is struck and the 
rest is paid by instalments when the crop is gathered. Operations 
subsequent to the sale, such as watching, picking, etc., are done by the 
contractor. In the Konkan, south of Bombay, the fruit when ready is 
roughly graded, but fruits of different grades are not separately packed- 
In each basket the best fruit is placed on the top and below it is kept 
inferior fruit. The baskets are despatched to Bombay through an agent. 
They are handled roughly in transhipment and as much as 20 per cent, 
of the fruit is often found to he damaged. The commission agent sells 
the baskets to the wholesale or retail merchants, price being fixed by 
negotiations under cloth. The agent then sends the proceeds realised by 
him to the contractor, after deducting his own commission. It is 
estimated that out of the price the consumer pays for the ripe fruit 
nearly two-thirds goes to cover the damage, the expenses and the 
contractors profits, and only one-third is received by the grower. 

136. The process of marketing other fruits such as oranges, grapes and 
Vegetables. fi& s > ls noTj materially different. As regards vege¬ 
tables, however, the first material difference is 

that they are not sold as standing crops and no forward sales take place. 



At the market place where the Crop is taken, it is sold through a com¬ 
mission agent. This business ia sometimes concentrated in the handa 
of a few persons, It may be mentioned that at Poona, which ia 
the market 'centre, for .potatae* grown in nearly ten thousand acres in 
the. district, the business of sale on commission is in the hands of half 
a dozen persons only. Prices in the case of potatoes are negotiated 
between the commission agent and the buyer under cloth. In the case of 
other vegetables, no uniform practice is followed for fixing prices at 
different market centres. At some places, open auctions are held and 
in others the crop is sold by private treaty, the price being in some 
instances fixed under cloth. Frequently, the commission agent works 
both for the buyer and the seller and claims commission from both. 
As a rule, it is the agent who makes the payment. 

137. The total acreage under sugarcane varies from year to year 
Sugarcane. aI 'd was about 62,000 last year. Ahmednagar 
and Poona are the most important districts for 
this crop. There are practically no sales of standing crops. The 
agriculturist brings gur to the market in his own cart and places it in 
the custody of a commission agent who passes a receipt for the same. 
It is not customary for the agriculturist to be present at the time of sale. 
Usually the agent is the money-lender and frequently a wholesale, dealer 
as well. The money advanced for sugarcane growing is almost invariably 
advanced on the security of the crop, with a condition attached that the 
gur must be sold through the money-lender. Agents of the seller and 
the purchaser may or may not be different persons. Sales are ordinarily 
effected by public auction and by cartloads. Shops of certain commission 
agents are taken up for holding .auctions, one after another, and the agents 
of the intending buyers go on fixed days to the shops where the auctions 
take place. Usually, a commission agent gets his turn for auction only once 
a week. Before auction there is a rough kind of grading by the agent. 
After it is sold by auction the purchaser's agent, whether or not he ia 
the seller’s agent also, takes delivery of gur according to the conditions of 
the bids, and either stocks it locally, or, if the commodity is purchased 
for an up-countiy buyer, arranges to despatch it after packing every 
lump of gur in gunny doth sewn with gunny string. The period of credit 
allowed to the purchaser varies from 8 to 14 days in different centres. 
An agriculturist who wants money earlier, has to pay interest on his 
drawings at 12 per cent. If he is a debtor, the sale proceeds of the gur 
are credited to his account and the surplus, if any, is given to 
him in cash. The buying unit of weight also differs, it being 260 lbs. 
for a palla of 240 lbs. at. Kopergaon and Belapur (Ahmednagar district) 
and about 205 lbs. for an atki of 200 lbs, at Baramati (Poona district), 
and about 290J lbs. for a goni of 290 lbs. at Sankeshwar. Commission 
and other charges also vary at different centres; at Kopergaon 
and Belapur they are the highest and at Sankeshwar the lowest. At 
Sankeshwar and Belapur gur is sometimes purchased on the agri¬ 
culturist’s field by petty merchants, who sell the same in the market.. 
The purchaser does not demand anything extra in weight. In some 



10 ? 

oases, discount is allowed to the buyers, as if tae agriculturist wer? 
selling through an agent. 

138. Inspection, sampling and grading are the three means whereby 

DtTFicDLTEEs or the buyer can know what he is buying. Inspection 

Mamm-iso, requires that the commodity should be seen before 

sale. Mo sales can, therefore,take place unless the seller and the buyer meet. 
In sales by samples, sellers and buyers situated at long distances can 
complete a sale transaction without actual inspection of the whole 
quantity offered for sale. Grading would make it possible to selt 
crops even before they are ready, and irrespective of the distance bet ween 
the seller and the buyer. Unfortunately, so far as the agriculturist is 
concerned, the primitive practice of sale by inspection persists. 
Whatever sampling or grading is done in the course of marketing 
is done by middlemen—small or big. It is here that generally the 
danger lies. Adulteration and other practices such as damping, ■ leading 
to deterioration of the commodity, are not uncommon. It is rarely 
that the grower is responsible for such malpractices, though it is he 
who ultimately suffers. 

139. One way of avoiding such malpractices would be to bring the 

Uib poe good producer and the consumer nearer each other than 

comhchioation. at present. This could be more easily achieved if 

the means of communication and methods of transport were improved. 
One of the reasons why the agriculturist does not take his produce to the 
market is want of good communications. There are some districts where 
means of communication are fairly satisfactory, but more and better 
roads are necessary almost everywhere to improve access to the few 
market® that now exist. The difficulties of transport are, serious in 
Sind, and also to some extent, in Gujerat. It is the absence of good 
roads, we might say, of any roads at all. in the greater part of Sind 
which is, to some extent, responsible for the agriculturists being 
entirely dependent on the village bania for the disposal of their produce. 

140. The producer’s main difficulty arises from the fact that while 

Pbacitioes follow- he is unorganised and has to act by himself, lie is 

bb ax Middlemen. confronted by an organised body of distributors 
and exporters. When their interests conflict, the producer invariably 
suffers. Striking examples of this are to be found in the rings of vested 
interests of co mmi ssion agents and merchants, especially in the Deccan 
and the Kamatak. These look with disfavour on combinations on 
the part of producers and try to hamper such efforts by all means in 
their power, including a boycott. The ring is sometimes so strong that 
even some of the biggest firms in Bombay are not able to resist it. 

Some of the practices followed by middlemen in unorganised markets 
appear to be based on custom and not on reason. It is difficult to see 
why prices should be fixed under cloth as is the practice in many of 
the markets of this Province. Open bargaining would apparently benefit 
tile seller, but the commission agents are opposed to such a change in 
their traditional methods of sale. Very often the same person works as 
commission agent both for the seller and for the buyer, aud it is natural 
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that in such cases he should look to the interests of the buyer 
from whom he gets much larger business than to those' of the 
individual agriculturist. Oases occur, especially; in cotton dealings, in 
which after the price is fixed iu the market the purchaser raises objections, 
when the. carts are being unloaded, on the ground of inferior quality 
and the agent renders no help to the producer. There is no organised, 
independent body which can settle such disputes and as it is extremely 
•difficult for the agriculturist to reload the. cotton and take it back, he 
has generally to give Way and accept the reduced price. Difficulties 
auchasthesewouIdnaturally.be removed, if therg were an organisation 
on which the agriculturists and the buyers are represented. 


141. It was represented to us, that the present constitution of the 
East India Cotooh East India Cotton Association does not provide 

Association. for the representation of producers on its Board and 

that, in consequence, the interests of the growers sometimes suffer. An 
instance which was specially brought to our notice in Dharwar was that 
Kuinpta cotton was not tenderable against Broach hedge contracts, 
inspite of the fact that Kumpta staple is said to be superior to some of the 
other varieties of cotton which aie tenderable against such contract. It 
was urged that if the producers were properly represented on the Board 
of the Association, they would be in a position to remove the alleged 
grievance. Iu the absence of necessary information on the subject, we 
are not in a position to say how far the complaint is justified, but it is 
obvious that as Bombay is the ultimate market for cotton, operations here 
have a vital bearing on the prices that the agriculturist gets. We 
understand that the question of amendment of the Bombay Cotton 
Contracts Act, 1922, is under consideration. This would, therefore, be 
a suitable occasion for considering the suggestion to give cotton growers 
suitable representation on the Board of the Association. 

142. The difficulties pointed out above are accentuated by tbe absence 

„ ofsufficientstorage facilities in most of the ma rketing 

Stokage Facilities. . ■ n ■ r r , ,, ■ 

centres jn the Province. In a few places there is a 


certain number of godowns kept by commission agents, but generally 
the accommodation available is quite insufficient. In East Khandesh, 
for instance, there are very few markets with godown facilities, and, in 
most of the marketing places, the only storage accommodation available 
for cotton is in the compounds of ginneries and press factories. This 
description applies generally to Gujerat and Sind. The position of the 
agriculturist is thus weakened by his being compelled to sell his produce 
immediately he brings it to the market. It seems necessary that where 
godown accommodation is insufficient, stimulus should be given by 
Government to the construction of warehouses by means of loans on 


easy terms to approved parties, including co-operative sale organisations* 
It is not suggested that the holding up of produce for purposes of 
speculation should be encouraged, but the provision of storage, facilities 
would strengthen the position of the seller so as to give him more freedom 
in the matter of holding up produce, in case prices are unsatisfactory 
or disputes arise between himself and the buyer. 



143. The other difficulty we would, like to mention here relate* 

to the many additional charges that the producer 

A b »i t ro nal h a s to pay in some markets. Several other 
Charges. deductions, including contributions for charities, 

with which the agriculturist has nothing directly to do, are unnecessary 
burdens on his slender pur^e thongh they may be small when taken 
individually. 

144. Some special difficulties in the marketing of fruit and vegetables 

may now be mentioned, namely, absence of proper 

Mark ansa or packing, rough handling in transit, high freight 
■ FKinT ' charges, and the paucity of fruit preserving 

concerns. The absence of cold storage in the cities to which fruit is 
sent also causes a considerable amount of loss. 

145. A great handicap to satisfactory marketing in this Province 

is the variety in weights and measures that pre • 

Weigihs and vails not only in different districts but even in. 
Measures. one and the same district. In West Khandesh, for 

instance, the maund has revalue Varying from 40 seers in Navapur to 
72 seers in Dliulia. In East Khandesh, where there are at least 16 
different values for the maund, the variation ranges from 2H seerB to. 
80 seers. We find that the khamli, which is the basis for the purchase 
audsale of cotton, varies in Khandesh from 150 to 260 lbs. 

The actual weights and measures used are often unsatisfactory. Com¬ 
plaints about the use of false weights and measures were received 
especially in Sind. While the variation in the value of the weight makes 
it very difficult for the producer to know and compare the prices he 
receives for his produce with the rates prevailing in the chief markets,, 
the use of false weights and measures puts him to much unnecessary 
loss. Market practices are again of such a nature that they place the 
seller at a disadvantage. The merchant has often a separate unit' 
for buying and for selling. Thus in Poona the merchant’s buying 
unit for gur is 250 lbs, whereas his selling unit is 240 lbs. The question 
about standardisation of weights has been very often discussed, but no 
definite action has- been taken up to now. Early provincial legislation 
seems to us necessary, but care will have to be taken, as suggested by 
the Royal Commission on Agriculture, to see that such legislation does 
not hamper the enactment of all-India legislation bn the same subject 
at some future date. 

146. Towards the end of his agricultural operations, the agriculturist! 

Indebtedness in i s s b°rt of money and is usually prepared to part 

sedation to Market- wtith his produce for meeting his immediate needs. 
1NO - Ordinarily, he has no inclination to defer sale long 

after his money crops are ready. If, however, he wishes to wait for a 
few days or weeks, his indebtedness does not, as a rule, come in his wav.„ 
The enquiries of the Indian Central Cotton Committee indicate that, 
except in Sind, the cotton grower is not hampered by his borrow ings in 
the disposal of his produee. It is only wffiere he has been financed by his 
money-lender on condition that the crops must be sold through him, as; 



happens particularly in, Sind, that the cultivator finds his freedom to 
sell restricted and cannot make the most of his crop. In order that he 
may be able to do so, he must he free to sell his crops when and where he 
likes, but he has not this freedom where he has been financed on 
condition that the crops must be sold through the money-lender. 

In regard to food and fodder crops, the position is different. The 
Agriculturist always wishes to keep a year’s stock of both. But if he 
is indebted and cannot meet the demands of his creditor or creditors 
■out of the sale proceeds of his money crops, he is compelled to part with 
"the other crops and, as a result, he has to buy the same commodities 
later at rates much higher than those he received for them. 

As regards the agency through which and the place at which the 
agriculturist is required to dispose of his produce on account of hi3 
indebtedness conditions vary in different parts of the Province. A good 
deal depends upon whether the money-lender is also a trader or not. 
If he is, one of his conditions in advancing the loan is that the 
produce is to be sold through him. In the case of crops like 
tobacco and gur, the condition of sale through the financier is rigidly 
•enforced. If the agriculturist fails to abide by the stipulation, the 
•commission is exacted all the same. The prices that the agriculturist 
receives from the money-lender, though always a little lower than the 
market rates, depend on the credit of the agriculturist and on his capacity 
"to understand simple accounts and market rates. These remarks 
■apply with greater force to the aboriginal and other backward classes of 
people who have to sell their produce only through their sowcaar. In 
backward areas, the money-lender may not only give very low prices, 
but also take more produce by the use of false weights, measures and 
scales. The debtor is prevented by his indebtedness from going to a 
better agency and realising higher prices. Improvement in this state of 
things can he brought about by the provision of better financing and 
marketing organisations. 

147. In the present state of marketing, middlemen are indispensable, 
and even under an improved system, it may not be 

Part tlaybd by possible or desirable to do away with them altogether. 
Middlemen. They have many drawbacks, but they render 

quick disposal of produce in small or big lots possible, 
take risks, arrange for manufacturing processes necessary for marketing, 
such as ginning of cotton, curing of tobacco, decortication of groundnut, 
and hulling of paddy, and supply or secure finance as and when necessary. 
There are, however, two principal defects of the system, namely, that their 
number is often larger than necessary and that they are not controlled by 
anything but their own interests. When the number of middlemen 
between the producer and the consumer is large, the interests of either 
or both must suffer, as each intervening agency has to be paid its price. 
There is also another drawback. In most of the marketing centres, the 
number of middlemen has increased to such an extent that, as a result, 
some of the unscrupulous amongst them have been forced to resort to 
certain malpractices in order to eke out a livelihood. 
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When the aame middleman acts for both the purchaser and the seller, 
lie is apt to look more to the interests of the former than of the latter. 
JSwrt when a direct or indirect cheek is exercised on the operations of 
the middleman, it proceeds from the big distributors, exporters or con¬ 
sumers. Being unorganised and, therefore, the weakest link an the chain, 
the producers cannot bring any restraining influence to bear on them. 
Malpractices are not confined only to the small middlemen lower down in 
the scale! . The bigger middlemen are also not free from blame. 
Producers’ organisations will check such malpractices and will benefit 
not only the growers but also the exporters, as they will be able to 
arrange for the*supply of produce in sufficient quantity, of definite quality 
and at the stated time. Such organisations will also be useful in 
■counteracting the attempt on the part of speculators artificially to 
depress prices, or at least in setting a limit to their desire for unduly 
large profits. 

148. Crops are said to be pooled when a large portion of a total supply 
in a tract is collected at central places, stocked for 

° f considerably long periods and sold as and when 
advisable in the fight of information regarding 
the state of supply and demand and the trend of 
Such pools do not appear to us to be practical propositions. 
Pooling together of the produce of agriculturists of a number of villages 
through a co-operative society or of a larger area through a federation 
of such societies, for the purposes of offering big lots of a given quantity 
and quality, for instance of lint, for sale, and for spreading sales over the 
whole season with a view to obtaining the best average prices, without 
any speculative intention, i.e., pooling for “ merchandising ”, to use an 
American word, is being actually done in South Gujerat by co-operative 
cotton sale societies. Where similarly favourable arrangements prevail, 
this system deserves to be adopted. It is estimated that the cotton 
pooled by the abovementioned societies in the year 1928-29 amounted to 
16 per cent, of the cotton sold in tracts served by them. 

149. Co-operative sale of agricultural produce takes place through sale 

societies composed of individual members, or through 
Co-orsKATivB Sal*, an d sa [ e unions, which are unions of 

credit societies, or through shops and depfits run by central banks. The 
societies dealing in cotton confine themselves to the sale of that commo¬ 
dity only. Other societies and banks have generally no restrictions in 
this respect and arrange to sell all such cropB as may be found safe and 
■convenient to handle. These organisations work on a commission basis 
and take no financial responsibility. 

It is obvious that such sale organisation cannot make much progress 
unless the proper personnel both for the managing committee and the 
staff is available. To this end, it is necessary to attract to these 
bodies all classes of agriculturists, large and small. Substantial agri¬ 
culturists usually have a better understanding than the average 
cultivator and it is easier to bring them into the sale organisation with 
limited liability than in credit societies with unlimited liability. 


Possibility 
Pools and 
Societies. 
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Tile second point that is necessary for the success of the societies is 
loyalty on the part of its members. In some foreign countries, a member 
of a sale society is compelled to sell all his produce through the society. 
It was suggested to us that similar power should be given to the societies 
here. At present some societies are empowered to levy a fine if 
a member fails to send his produce to the society for sale. In our 
opinion it is not desirable to go beyond this and to empower the societies 
to compel their members to sell their produce through them. It must be 
remembered that the question of sale is closely connected with the 
question of finance during cultivation, and unless and until the 
co-operative organisation is in a position to meet all the needs of its 
members adequately and promptly, we think it would not be fair to 
insist on compulsion. 

The success of such societies depends also upon the quantity of produce 
that they get for sale. If they get a fair percentage of the produce 
coming into the market they can compete with other buyers and get better 
terms for their members. Pooling is, therefore, a very important item 
contributing to the success of the sale organisation. Without pooling, 
sale societies cannot go beyond the stage of the first or second middleman, 
and cannot permanently overcome the danger of local boycotts. Only 
if pooling is undertaken can the sale societies aspire to become a potent- 
force in the market. We were told , by several witnesses that pooling 
would not be possible as a cultivator usually wishes to have his produce 
sold separately. If, however, grading can be arranged, this, 
difficulty will be overcome by securing buyers who would offer better 
prices for larger quantities made up of lots of the Bame grade than they 
would for a limited quantity. If co-operation on these lines develops in 
the mofussil the time will come for the organisation of central sale 
societies in places such as Bombay or Karachi, 

Storage facilities are afforded by almost all organisations on 
payment of reasonable rent, and'advances varying from 60 to 75 per 
cent, of the market value are given against goods deposited with them. 
The accommodation available is, however, insufficient. This difficulty 
was pointed out to us specially in Hubli, the largest co-operative sale 
organisation in the-Province, which has no godown accommodation of 
its own and has to hire an open space a-t a very high rental, Much 
cotton is damaged at Hubli owing to the pre-monsoon showers. We 
think that societies like these should be given facilities for the 
construction of godowns, in the shape of loans at easy rates of interest, 
to be repaid in ten or twenty annual instalments. 

The most important and successful co-operative' sale organisations 
of the Province are cotton societies. The cotton sale society in Gujerat 
sells only members’ cotton grown from seed supplied by the society. 
The cotton is ginned and also half or fully pressed before sale.. The 
price realised is distributed at' the end of the season, members getting 
advances from the society in the meanwhile, if necessary. The cotton 
sale societies in the Karnatak distribute improved seed, and sell kapas 
after getting it graded,by an officer of the Agricultural Department. 
Each member’s cotton is sold separately, usually by auction, but, if 
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the member so wishes it, by private treaty. Other sale societies and 
bank shops and depots sell gar, paddy, groundnut, wheat, arecanut, 
chillis and other produce. There were on the 3lst March 1929, 28 cotton 
sale societies in the Province. Other sale societies numbered 31. The 
total value of the produce sold through the sale societies and sale unions 
was Rs. 73,22,578 for the year 1928-29. When the share capital and 
other funds with sale societies are not sufficient to meet the needs of 
members, they can raise money from central banks and practically 
no difficulties have been experienced in this respect up till now. The 
co-operative sale movement has been very encouraging and gives promise 
of successful development. As a further step in the marketing of 
cotton, co-operative ginning factories have been started in Gujerat of 
which the most successful is the one a.t Sonsek in the Surat district. The 
work of these is co-ordinated with that of the sale societies and no 
difficulty has been felt, with regard to the supply of finance. There is a 
similar demand from the co- operative sale organisations in the Karnatak 
■to start ginning factories at small cotton centres served by them, 

150. While co-operative sale can be of considerable use to the 

Better Orgasms- members of sale societies, the better regulation 

tick of Marxists. and organisation of markets would benefit all agri¬ 
culturists, both big and small. In this Province, the Bombay Cotton 
Markets Act (Act&VII of 1927) has been passed for the regulation of 
cotton markets. Under this Act, Government can, after consulting local 
authorities, notify cotton markets and appoint committees to manage 
them. At least half the number of members of such committees must 
be elected by cotton growers. Rules have been framed under the Act 
regulating the constitution and powers of the managing committee, 
prescribing the conditions undeT which licenses are to be given to 
brokers, weigbmen and measurers, the levy and disposal of fees and 
the trade allowances which may he received in any transaction. The 
Act prohibits the establishment of a cotton market -within prescribed 
distances of a market established under the Act. The. rules also provide 
for the appointment of a sub-committee to settle disputes that may be 
referred to it, either by the committee or by the buyer or seller. 
If there is any dispute about the price settled, it must he referred to 
the disputes sub-committee for decision. Only authorised weights and 
scales can be used in a regulated market. 

The Act, if properly worked, is likely to remove many of the difficul¬ 
ties the agriculturists suffer from at present. It seems that so far its 
provisions have not been applied to any marketing centre, though steps 
have been taken to make a beginning at Dliulia in West Khandesh. 
We suggest that the Act may be applied to other important centres at an 
early date. It would also be desirable that markets should he similarly 
regulated not only for cotton but for other agricultural produce as well. 

151. We have referred in paragraph 142 above to the want of storage 

Licensed Ware- accommodation in the various marketing centres in 

houses. this Province and suggested that facilities Blight he 

given for construction of warehouses wherever they are necessary, 
no y 5—8 
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Warehouses would not only allow the produce to be held over, but would 
also enable the banks to advance on the security of such produce. It has 
been suggested that if , under proper safeguards, some of these warehouses 
were licensed and proper measures taken to provide for inspection, it 
would be possible to create, in the shape of warehouse warrants, a readily 
acceptable security, as is done in other countries. Even at present, 
there are certain classes of receipts on the security of which the hanks do 
not hesitate to make advances, such as the warehouse, receipts 
issued by Port Trusts. Railway receipts are also, subject to certain 
limitations, accepted by banks as collateral security for advances, but 
they are not freely accepted. The chief advantage of licensed warehouses 
lies in the acceptability of their receipts as a good collateral security. 
These licensed warehouses are likely to be made use of for storing 
manufactured goods and crops like cotton and wheat which lend 
themselves to standardisation and grading. 

The establishment of such warehouses would benefit agriculture, trade 
and industry, but the success of the scheme will depend on three things % 
first, upon the efficiency of the management of the warehouses: secondly, 
on the strictness of the supervision and inspection exercised by some 
outside authority, preferably Government and thirdly, upon the reason¬ 
ableness of the charges for services rendered. The first two are necessary 
if the banks are to have confidence in the correctness of the receipt. 
It is obvious that such a system cannot be introduced on a. 
large scale all at once and at many centres, for neither the 
necessary management nor the inspectorial staff would be immediately 
available. The feasibility of the scheme in any place, will also 
depend upon the volume of business that it can attract. , We, however, 
attach great importance to the system and think that the scheme deserves 
to be tried in suitable centres. In the first place, we suggest that the 
railway administrations should be asked to co-operate in the matter and 
to have warehouses at selected railway stations where proper control can 
be exercised ; secondly, it should be possible for local bodies and other 
organisations, in some of the important centres in the Province to 
construct and maintain such warehouses, with financial assistance from the 
Government if necessary, and to get them licensed. Legislation may be 
necessary for licensing and otherwise controlling these warehouses.. Rail¬ 
ways may, however, be encouraged to construct such warehouses even 
before 3uch legislation is enacted. If legislation is passed and the 
necessary staff provided, we do not see why the system would not be 
popular. It should, however, be introduced, in the beginning, in a. few 
important centres only. 

152. For internal trade finance may be required (a) by the producer 

Finance kox. and (f>) by the middleman. As a rule, the producer 
Marketing Prod uce. rices not hold his produce, nor docs he undertake such 
operations as the ginning of cotton or the decortication of groundnut. 
He does not, therefore, require much finance for marketing his produce. 
For those agriculturists who wish to hold their produce or to sell it after 
taking it through a process like ginning, facilities are very inadequate. 



At some places, gin-owners make advances on the deposit of-seed cotton 
but the agriculturist has in that case to undergo serious inconvenience 
and risks. He does not get his turn for ginning if prices rise, and 
does not receive the same accommodating treatment that a middleman 
does. 

The producer can receive finance for marketing his produce, best from 
co-operative sale organisations. There is no difficulty for members 
of such organisations to receive advances on the deposit of goods in 
godowns provided by the latter. There is close connection between 
finance during cultivation and marketing. If the co-operative organi¬ 
sation fails to supply the finance for raising the crop and the cultivator, 
in consequence, is forced to have recourse to the money-lender, there is 
not much chance of the latter bringing his produce to the co-operative 
sale organisation. 

As for the middleman, he gets finance from town merchants, shroffs 
and commission agents. Amongst middlemen may be included village 
or itinerant dealers for cotton, petty traders for tobacco and rice, and 
contractors for fruit and vegetables and even small traders at market 
centres. A1J these suffer considerably from want of finance on easy 
terms. The rates of interest they have to pay compel them to 
offer lower prices and to defer payment. Though long delays 
in payment are not common for village sales of cotton, there 
are numerous instances in which payment is not received for several days 
or weeks. There have been instances of agriculturists not getting 
payment from the middlemen who were not in a position to meet 
their liabilities. Better financing facilities are urgently required for 
middlemen. Their needs can be met adequately by co-operative 
urban banks or by indigenous bankers, if these are appointed agents of 
the central banking institution under conditions suggested by us. 

The town merchant gets his finance from the local shroff or from the 
commission agent in Bombay and in some cases from a local branch 
of tte Imperial Bank or joint stock hank. Complaints regarding the 
tightness of the money market in the mofussil during the busy season 
have been general.. It is pointed out that for want of adequate and 
suitable financing arrangements merchants have to part with the produce 
in stock earlier than they would like to. The resources of indigeneous 
bankers need to he augmented. Bombay commission agents make 
advances on railway receipts and are in turn financed by local banks 
and bankers. It was brought to our notice by some firms that banks 
in the mofussil are not as useful to them, during the busy season, 
as they might he, as the merchants have to make payment after the 
bank’s business hours and it was suggested that the hours might be 
changed to suit the convenience of trade. The suggestion is worth 
consideration. 

As regards retail trade in commodities such as food crops in towns and 
cities, we find that small traders find it difficult to obtain finance. If 
they are well settled in business they may have built up connections 
with indigenous bankers ; otherwise they find it difficult to secure 
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finance. Co-operative banks should make it their business to establish 
contact with this class of customers. 

The finance of food crops is not so well-organised as that of export 
crops. Money does not filter down quickly from the top to the bottom 
in the case of food crops as in the case of export crops. The buyers 
in some cases are small and scattered, t]ie offtake is slow and consump¬ 
tion is spread over long periods. Finance is, therefore, required through¬ 
out the whole year and unless a suitable financing machinery is devised 
there will remain the constant fear of a glut, during the harvesting 
period and of a rise in prices thereafter. 


153. For external trade exporting firms and merchants obtain finance 

„ from exchange banks usually on the deposit of 
eternal rade. documents 0 f title. There is a complaint that 
such exporters get certain facilities from exchange banks, for 
instance, advances on the security of a mere letter of hypothecation 
of goods lying in the mofussil and that they are, therefore, 
in a position to compete against Indian firms of standing who do, 
not get similar facilities from exchange banks or even from 
the ordinary joint stock banks. We did not examine any representa¬ 
tives of the exchange banks, but it seems to us that as these banks 
draw a large amount of money from this country by way of deposits. 
Indian firms have a claim on their resources. We therefore suggest 
that the Central Committee, which will deal with the question of exchange 
banks, may examine this subject. 

154. Most middlemen—small or big—have some capital of their 
own. Thus village sowcars, dealers and petty 
traders are responsible for a small portion of the 
finance required for the marketing of crops. The 
source of a major part of the finance for internal 
trade in crops is to be found in sowcars , 
commission agents and shroffs from market centres 

and towns. The commission agents in the Kama tali and gin owners 
in Gujerat advance large amounts to agriculturists, especially in the 
Karnatak, on the understanding that the produce will be sold through 
them. Some of this business has passed into the hands of co-opeTativc 
urban and central banks, branches of the Imperial Bank of India and 
joint stock banks in the mofussil, wherever they have been opened 
some business has passed into their hands. 


Past flayed by 

DIFFERENT OLAS8ES 
OF BANKS, HANKERS, 
MONEY-L E H D E B S, 
MERCHANTS AND 

DEALERS. 


155. There is one direction in which banking, adequately developed 
Prevention; of and organised, has great scope in connection with 
avoidable ' Move- marketing in the -mofussil. Besides providing the 
ments of Money. necessary finance for marketing, banking can and, 
ought to stop avoidable movements of money. Dealings in > hundis 
between merchants of different towns and to a small extent the system, 
of Government supply bills have been serving this purpose to a limited 
extent. Receipts on account of Government dues or the sale of goods 
to agriculturists cannot, during the harvesting season, he anywheic near 
the amount required for buying the crops, barge amounts of currency 



Jtf 

notes and coins have to flow to the district and taluka places and thence 
to the village during the agricultural sale season. A part of this flow 
can be avoided if there are sufficient hanking facilities within easy 
reach of the agriculturists and the persons with whom they have to 
deal. If there were suitable organisations, the credits and debits of 
the agriculturist and his scnocar or his society could be cancelled by 
book entries and much less cash would have to travel to and back from 
the village. From this point of view the existence of Village 
co-operative credit societies and sale societies with the common link of 
central banks, is of very great importance. 
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CHAPTER VIII. 


Internal Trade. 

156. In the preceding chapter we have dealt with the existing orga¬ 

nisation of the internal trade of the Province in. 
Chapter ° F THK agricultural produce. Wc have pointed out the 
need for cheap and rapid means of transport, for 
the establishment of organised markets and licensed warehouses and 
for the extension of credit facilities. In the next chapter we will discuss 
the problem of small industries in the Province. We deal in this chapter 
with the question of inter-district trade in articles of merchandise other 
than produce, inter-provincial trade in goods of all description imported 
from the ports or other parts of the country, and the movement of goods 
other than produce intended for export; in short, operations with which 
the wholesale and retail dealers in the Province are concerned. 

157. It is essential to have an idea, of the volume and distribution 

of the internal trade of the Province before we 

Volume and examine its organisation and the credit facilities 
Distribution. available for it. In this connection also we have 

to deplore the want of statistics. As the latest 
figures regarding rail-borne trade are not forthcoming, we have to 
fall back upon the returns for the year 1921-22. Out of date as they are, 
these statistics arc further deprived of their importance as only quantities 
are given and not values. Moreover, allowance will have to he 
made for the fact that these statistics relate to the operations of what 
was a period of boom. They would, nevertheless, serve to illustrate 
the importance of this Province as the commercial emporium of India, 
the strain on the financial resources of which must necessarily he very 
great. 

During the year 1921-22 the Presidency imported by rail goods worth 
Rs. 78 crores from the other parts of the country, exporting in return 
goods worth Rs. 80 crores by rail. The coastal trade figures for imports 
and exports for the same year were Rs. 44 crores and Rs. 36 crores 
respectively. A part of the imports was for the purpose of export' abroad, 
while a fairly large proportion of the exports from the Presidency 
represented imports from foreign countries. The following table shows 
the total imports and exports in nxaunds :— 

Exports. Imports. 

Man mis in lakh*. 

Bombay Presidency including Bombay Port 

(exclusive of Sind) .. .. .. 310 990 

Bombay Port .. ., - - 180 470 

Statistics for Sind are not included, the only available returns being 
the combined figures for Sind and British Baluchistan for the year 
1921-22. 

The principal articles of the export trade of the Presidency proper 
by rail were Indian yarn and piece-goods, metals, grain and pulse, 
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provisions, oils, salt and tobacco, while the imports consisted 
principally of raw cotton, grain and pulse, oil-seeds, coal and coke, 
provisions and sugar. 

The following statistics gleaned from the trade returns for the same 
period are useful as indicating broad tendencies. The value of the total 
rail-borne trade between the eight internal blocks* into which the 
Presidency was divided amounted to Rs. 81-2 crores, distributed 
among the different blocks as under :— 


Bomba}' Port; 

Gujerat and Kathiawar 
Konkan 

Deccan, including Bijapur .. 

Karnatak, including Southern Maratha Country 
States 

Goa .. ■- •• 


Ilupoes in nrores 

35-3 

11-6 

7-3 

19-4 


5-9 

1-7 


These figures include agricultural produce, raw material as well as 
manufactured goods. The principal manufactured goods—including 
imported goods—in which there was a brisk internal trade were 
piece-goods, copper sheets and manufactures, brass sheets and 
manufactures, and kerosene oil. 

158. The organisation for internal trade within the Province is not 
different from that of the internal trade in 
OBQ 4 NISAT 10 N. agricultural produce, described in Chapter VII. 

Articles of merchandise (other than agricultural 
produce) in daily demand, such as tea, sugar, kerosene, yarn and piece- 
goods, are purchased by dealers in the interior from wholesale merchants 
in Bombay or in the other important centres of business, imported 
goods being handled on landing either by the large importing 
houses having their agencies in Bombay and up-country or by agents 
for the buyers at the port. Commodities imported from abroad pass 
from the banks through whom credits are opened, or from the importing 
houses, to the wholesale dealer in Bombay or Karachi; the wholesale 
merchant in turn sells the goods to the local or mqfussil retail merchant, 
the transaction taking place in most cases through the agency of a 
co mmi ssion agent. From the mofussil merchant the goods pass on to 
the village trader and thus penetrate the remotest corner of the 
country. The organisation is practically the same for the internal 
trade in indigenous manufactured goods with this important difference 
that the organised banks play little part in financing the trade and 
there is no bonded warehouse as in Bombay and Karachi. We may 
illustrate the existing arrangements by taking the most important 
constituent of the internal trade of the Province, viz., piece-goods, 
foreign imported as well as Indian. 

’These were 1. Gujerat and Kathiawar, 2 . Konkan, comprising Thana and 
Kolaha. 3. North Deccan, comprising Nasik and East Kkaudesh. 4. East 
Deccan, comprising Ahmednagar, Sliolapur and Bijapur. 5. West Deecan, 
■comprising Poona and Satara. ti. Southern Maratha country, comprising, besides tin 
ogutherti Maratha States, Dharwar and Belgaum. 7. Goa. 8. Bombay Port. 



169, Only a few merchants have direct connections with the manu¬ 
facturers or shippers. The- majority of them huv 
EDPraoE-GooDS 50111 through importing firms. Some of the importing 
firms get accommodation from the exchange banks. 
Credit for such importers is opened by the hank which takes a deposit 
in some cases. This line of business has been practically mono¬ 
polised by the exchange banks. The usual form of credit is the 
documentary credit which is an authorisation by the importer to 
a bank to make advances to the exporter on presentation to the bank 
of the hills of exchange and complete shipping documents. These docu¬ 
ments may ho surrendered either on acceptance or on payment according 
to the arrangement made. Bills are accordingly drawn by the exporter 
1). A. {documents on acceptance), or D. P. (documents on payment), 
payable with interest from the date of the bill to the approximate date 
of arrival of the remittance in London. The shipping documents go to 
the banks with the bills and they hold the goods until delivery to the 
consignee or his agent. The banks used to allow piecemeal delivery 
freely, but, we understand, recently piecemeal deliveries have been practi¬ 
cally stopped. If the consignee needs funds for taking delivery of the 
goods, he is given a loan against the security of the goods up to twelve 
months or even longer. Piecemeal clearance of goods is, however, 
allowed in cases in which the importing houses finance the merchants. 
Goods are usually stored in the Port Trust warehouse and the delivery 
order is given by the importing firms. The existence of the Port Trust- 
warehouses, coupled with that of the well-organised system of credit 
given by exchange hanks and importing houses, has resulted in the- ade¬ 
quate financing of the trade in imported goods and there does net- seem 
to be any demand for greater facilities. The wholesale merchant who 
buys the goods sells them to the retail merchant through a commission 
agent. The commission agent is responsible for payment which he 
makes at his convenience. Often a period of three days is allowed for 
payment; in some cases a week is allowed ; after one week interest 
begins to run. The wholesale merchant 1ms to raise funds himself to 
enable him to give credit to the small trader. 

160. The organisation of the internal trade in Indian piece-goods 
presents a different picture. The rail-borne statistics 
Pxhce ooom TkDIAH for 1921-22 for the Presidency show that, besides 
Bombay Port, the, two blocks of East Deccan and 
Gujerat and Kathiawar had a brisk internal export trade ip 
piece-goods, the production mainly of the Sholapur and the 
Ahmedabad mills. In that particular year, the total internal trade 
in piece-goods was valued at nearly its. 5 erores. In connection with 
-this side of the piece-goods business, we have to note the existence of a 
iiystem of salesmanship known as the guarantee broker system. The 
guarantee broker deposits with a particular mill a fixed amount and he 
is granted credit generally up to four times the amount of his deposit. 
He has to find a purchaser, or the mill finds one, and the guarantee broker 
guarantees payment to the mill by the wholesale merchant, though he 
does not purchase the goods himself. Th p wholesale merchant is financed 
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generally by the Bombay shroffs or by the dalals through whom he pur¬ 
chases goods. Some of them are allowed clean credit by the banks, 
having regard to their financial standing, and they in turn allow facilities 
foT payment to the mofussil or retail merchants to whom they sell the 
goods. The mofussil retail merchant generally buys through a commis¬ 
sion agent who gives him credit. In cases in which he is not granted 
credit, the shroff, or the sowcar, is the only refuge. 

There are thus two factors which distinguish the organisation 
of internal trade in Indian piece-goods from that of the traffic in goods 
imported from foreign countries—want of warehousing facilities at 
important centres such as Bombay, Ahmedabad and Sholapur, and want 
of an organised credit system suited to the requirements of the small 
traders. Further, the railway receipt has not the same trade-character 
as the bill of lading. Although railway receipts are freely transferred 
and advances are ordinarily made against such receipts as collateral 
securities, they have not the same negotiability as bills of lading. 

i The internal trade in sugar and kerosene oil is also well-organised, 
but the organisation in Tespect of other commodities is not so good as 
that of piece-goods. The agency for distribution is somewhat similar, 
but we find that warehousing and credit facilities arc inadequate. In 
the following paragraphs we propose to describe more frilly the credit 
facilities and the instruments of credit that are in use. 

161. The business iu regard to imported goods is, in the first instance, 
financed by the importing houses, but after the 

Crj.iht FAcrr.iriES. g 00f ] s aTfi delivered into the hands of the dealers, 

payment Is made either in cash or from the proceeds of loans raised 
in the bazar or from the banks. Clean credits and overdraft facilities 
are in some cases allowed by the exchange banks, and the local 
dealers generally allow credit for two or three months to- the up-country 
merchants. Often it is the shroff who purchases, on account of 
his mofussil constituent, articles such as yarn, piece-goods, sugar 
and bullion, paying the price of the goods to the seller in Bombay 
or Karachi and recovering the amount from the constituent after 
the goods are delivered to him. The exchange banks are not interested 
in the trade in * indigenous manufactured goods. The wholesale 
merchant obtains credit from the manufacturer iu some cases ; where 
he does not get credit, he has to resort to the shroff for the necessary 
finance. Sales to retail merchants are generally made on credit; in other 
cases, the mofussil merchanthas to make cash payment and lie approaches 
the local sowcar for financial accommodation. The mofussil merchant 
distributes the goods to the village traders with whom, in most cases, he 
has a running account. Interest is paid on the daily balance and accounts 
are usually cleared once a year. 

The advance by the shroff is made either in the form of a loan on Jekata 
account, or by discounting darshani hundis accompanied by railway 
receipts. In most cases the shroff acts as commission agent also. 
He pays in advance to his constituent from 75 to 90 per cent, of the value 
of the goods agaiust railway receipts, the balance being adjusted on sale 
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of the goods. The value of the purchase, of one consignment is Set off 
against the sale of another through the same shroff. The advance by 
banks, whenever given, is against a promissory note or pledge of 
goods. Advances are not given freely by the banks against railway 
receipts. It is necessary that respectable merchants should receive 
accommodation against railway receipts for goods. 

The negotiable instrument commonly used for the settlement of 
accounts is the trade bill or hundi —mostly darshani hundi, which is 
payable cn demand but for the payment of which a few days grace is often 
allowed at some places. The purchaser makes payment by purchas¬ 
ing in his town hundis payable at the place of the sender, but if such 
hundis are not available, he secures and sends the seller hundis 
on Bombay where every merchant has business connections. While 
in some cases, the hundis represent real movement of crops, in several 
eases they represent loans given to the merchant or trader by the indi¬ 
genous hanker. Similarly, the shroff finances the seller by advancing 
cer tain percentage of the value of the goods. Such advances are some¬ 
times made against the security of goods. Godown facilities are some¬ 
times available in gins and presses. Trade bills drawn by sellers 
on buyers are not in use. Acceptance credit for the purposes of internal 
trade is not developed in the Province. It would help the individual 
trader considerably if his bills in respect of good outstanding accounts 
were readily discounted and converted into cash as is done in other 
countries. This is a question of such vital importance for the develop¬ 
ment of trade that we propose to deal with it at some length in Chapter 
X, in connection with the question of cancellation of debts by means of 
negotiable instruments. 

As regards movement of articles of export other than agricultural 
produce, there are few industries in the Province producing manufactured 
goods for export. What little export there is. such as that of 
gold thread, mill piece-goods, hides and skins, and oil cakes, is generally 
financed by the shippers. Where consignments are sent on the manu¬ 
facturers’ or traders’ account, finance is provided mostly by the 
indigenous bankers, also in a few cases by the Imperial Bank of India, 
or other joint-stock banks, up to the port. 

Interesting side light is thrown on the method of financing the internal 
trade of the Province by the intensive inquiries made by us in the Dhar- 
war district. These inquiries show' that the arecanut and the chilly 
trades were mainly financed by indigenous bankers. They ascertain 
the merchant’s credit, advance to him a portion of the loan and pay the 
remainder by drafts on the Imperial Bank’s branch at Hubli or by 
registered insured post. Interest is charged at rates varying from S 
to 12 per cent., but the borrower is not allowed to repay the loan before 
the fixed period. If he makes payments towards the loan before the 
date of maturity, he gets no credit for the amount and no remission ol 
interest. Such repayments are. however, treated as deposits and 
interest is paid at a rate lower than that charged for the advance, 
generally about, per cent,. 
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the movement and distribution of merchandise in 
Facilities seeded, the principal cities and important trade centres in 
the mofussil are well served by the indigenous 
bankers. Better warehousing facilities and better financial accom¬ 
modation arc, however, needed. It has been often represented to us 
that the mercantile community is averse to pledging its stocks with 
the banks. Apart from the rigidity of the regulations governing the 
advances made by banks against the security of goods in their godowns 
or in the godowns of the borrowers, the publicity given to such advances 
deters many a merchant from obtaining financial assistance by pledge 
of goods. Such prejudice would be overcome if, as suggested in the 
last chapter, there were licensed warehouses in the interior of the country 
the warrants ot which can be freely transferred and made over to banks 
as collateral securities for loans, thus obviating the necessity of giving 
possession of goods or charges of godowns to the banks. The need 
for licensed warehouses is, therefore, as great from the point of view 
of the growth of the internal trade of the Province in imported and manu¬ 
factured goods as it is from the point of view of finance of agricultural 
produce. The establishment of such warehouses will make it possible 
for the Imperial Bank and the joint-stock banks, and particularly the 
urban banks, to extend credit facilities to a large class of merchants and 
traders, who now necessarily remain outside the sphere of their business, 

163. For the small trader, shop-keeper ot artisan the question 

is one of great difficulty. He is not able to offer 
imbeds op small any security acceptable to a bank and his credit 
sank* 113 AKI> 111 is not such as to induce a shroff to deal with him 
direct. Co-operative societies for weavers and 
artisans and a few urban banks render at some places useful service 
in this direction, but the number of such institutions is very limited. 
Usually, therefore, the soior.ar is the only source from which credit 
flows, but the rate of interest lie charges and the deductions he makes 
greatly handicap the borrower. Having no tangible marketable security, 
the retailer or the small trader is not a customer with whom a com¬ 
mercial bank may be expected to develop 'business relations. It 
is essentially a matter for the co-operative institutions to develop such 
credit. 

164. There is a general complaint that the deposits collected by the 

branches of the Imperial Bank and other banks 
Cqmplaixt regard- in the mofussil are diverted to their head offices 
f1?nds D Teom°small ancl utilised, for investment in other centres, such 
Centres. as Madras and Rangoon, where there is usually a 

demand for mcnev, at rates of interest higher than 
those obtainable in the Bombay circle. It is urged that the local invest¬ 
ments of such branches represent only a fraction—in some places an 
insignificant fraction- -of the deposits tapped locally and that even during 
the busy season the money raised locally is not, used for financing local 
requirements. This is not a complaint of recent origin. It has been 
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preferred from time to time in all parts of the world in a general way 
against the joint stock banking system. For instance, a somewhat similar 
complaint was made to the Committee on Agricultural Credit appointed 
in the year 1922 to enquire into the adequacy of the credit facilities 
available for agriculturists in Great Britain. It was urged that owing 
to the disappearance of the old country banks and their absorption 
jpy the big joint stock establishment? whose policies were directed from 
London, on more or less rigid lines, there was a growing tendency for 
the banks to divert the deposits received from rural areas to urban 
areas and monopolised by the banks for commercial and speculative 
purposes at home and abroad. It is, however, a feature of the joint 
stock banking system to spread its activities over a wider area and a 
greater range of industries than is the case with private bauks. Credit 
in rural areas is, in consequence, apt to suffer to a certain extent. We 
have not been able to get figures showing deposits received and advances 
made at the different branches of the different banks in this Province, hut 
it seems to us that there is much truth in the statement that the capital 
of the rural areas and ialuka towns is drained away to ether .centres of 
business in or outside the Province.* This constitutes a serious defect 
in the existing credit system. We recognise that to suggest that 
hanking skpuld be carried on iu water-tight compartments and that 
the deposits of a particular district should be utilised for that district 
only would be equivalent to restricting the utility of credit institutions 
and striking at the root principles of banking. Money will flow where 
there is a demand for it and the raison d’etre of some of the branches 
is' merely to tap the sources of savings at centres where there is no 
trade worth the name and to serve as feeders to the head office. IIow 
ever, the diversion of loanable resources to principal cities while 
the internal trade needs facilities is, in our opinion, detrimental 
to the interests of the trade and industry of the Province. We find 
that the Imperial Bank has been recently investing some proj>ortion 
of the deposits obtained by its branches in advancing business in the 
same locality. The development of such business is a factor of consi¬ 
derable importance and w r e trust that in future it will always be kept 
in viesv. If it is desired that banking in Iudia should advance, it should 
be the policy of the central banking institution to see that funds 
collected in different provinces are properly distributed according to the 
needs of each. With a view’ to ensuring that such a policy is duly 
followed, it would be desirable to collect and, if possible, publish periodi¬ 
cally statistics regarding the total deposits received and the total 
advances made by the different banks in different areas. 

* ,Since we wrote this we have received statistics from the Imperial Bank of India 
showing that during each of the three years 1927, 1928 and 1929 the stuns transferred 
to the branches of the Imperial Bank in the Bombay circle by the local Head Office 
largely exceeded those transferred by the branches to the Head Office, the total for the 
three years aggregating Its. 132 crores against Its. 73 crorea. While these figures show 
that the Imperial Bank of India supplies funds at mnfussil centres where money is 
required for financing and moving crops or other merchandise, they give no indication 
of the actual position aR regards deposits drawn from and advances made at the 
different brandies. 
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The 1 main difficulty of the Bank is that the stock-in-trade of shop¬ 
keepers and small traders or artisans is no security; As regards 
merchants, small or large, their prejudice against pledging their stocks, to 
the Bank as security militates against the establishment of close business 
relations with them. The Bank can, therefore, reach them only 
indirectly through the urban banks or shroffs. As a matter of fact, the 
shroff's, who are financed by the Bank, are the conduit pipes through 
which the Bank’s resources flow to some of the centres of business in 
the Province. For instance, the hills which the Bank discounts for the 
Multani shroffs are mostly from Cutchi Memon merchants who finance 
trade all over the western side of the Presidency and beyond it. Goods 
are purchased by these merchants with funds remitted from Bombay 
obtained direct in some cases, but mainly through shroffs, from the 
Imperial Bank or other banks. It has been pointed out to us, however, 
hy the other indigenous bankers that in times of financial stringency 
they are very greatly handicapped in financing the internal trade of the 
Province, They complain that while they receive very little credit 
facilities from the banks, the sources of replenishing their working capital 
are drying up owing to the competition of the branches of the Imperial 
and joint stock banks in attracting deposits from the investing public 
in the mofussil towns, particularly owing to the activities of the Post 
Office in regard to postal cash certificates. Our survey in Dharwar 
revealed that the capital which indigenous bankers used to draw from 
the district for the finance of internal trade had diminished in recent 
years owing to the tendency of salaried and other people to invest in 
postal cash'certificates or to deposit their money with the Imperial Bank 
instead of with the indigenous bankers as before. Without statistics eve 
are not in a position to say how far the deposits received hy the indige¬ 
nous bankers have been affected by the activities of the banks and the 
Post Office, but we mention this fact to show that not only traders 
and merchants but also indigenous financiers require additional credit 
facilities for the development of the internal trade of the Province. 

165. Our recommendations concerning the small trader, shop-keeper 

,, and artisan and the recommendations we thou o so 

Credit fob Mis- “ r , 

ciellanilous Occur*- to make presently regarding consumer s credit cover 

news. persons engaged in miscellaneous occupations. We 

have, therefore, uo special suggestions to offer under this head. 


166. Consumer’s credit refers to loans of money or sale of goods on 
time to individuals who use the money or the goods 
Consumers REI,1T - satisfying their daily wants. Such loans are 
usually of small size and are contracted by people of small means who 
have no tangible assets against which they can be given credit facilities by 
banking institutions. Under the modern banking system, consumer's 
credit, as distinguished from investment and commercial credit, has been 
generally neglected in all countries. In India also this branch of credit 
has been little developed. A certain amount of trade credit is extended 


by retail merchants and dealers, but there are few organised institutions 
dealing in this class of credit. We are aware of the efforts made by the 
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co-operative movement in organizing the consumer, but there even the 
surface has not been scratched. At the close of the year 1929, there 
were 35 consumers’ societies, of which i wore recommended for cancella¬ 
tion. These, wo understand, have not so far been successful. In his 
annual report for the year 1927-28 the Registrar oi Co-operative Societies 
observes: “In the ordinary Indian household there is no systematic 
plan of expenditure and most people, rich or poor, have got into the 
habit of buying on credit. Credit is the. rock on which most of the 
attempts at organising efficient concerns are shattered No wonder, 
the eo-operative movement can make no headway and the field is left 
to be monopolised by private agencies, such as the shop-keeper and 
the money-lender, who often exploit the classes of society which can 
ill afford to be exploited. Most of the salaried classes in cities, mofassil 
towns and villages receive goods on credit' from the shop-keepers, 
settling their accounts generally once a month. An organised institution, 
which would supply goods on credit is undoubtedly necessary to meet 
the needs of these people. The co-operative stores are, however, run 
on the basis of cash payment. The best course for the consumer, no 
doubt, is to buy for cash and not on credit, but circumstances arise 
when it is necessary for him cither to borrow money or to buy his 
requirements on credit. Co-operative credit societies seem to us to be 
the best means of helping such men. The field for such work is great, 
and the risk of loss slight. 

167. Tn connection with the question of consumer’s credit a suggestion 
Pawm-shops ^ aS keen made for the introduction of authorised 
pawn-shops. Loans obtained by poor people on 
pledge of jewellery and gold and silver ornaments are transactions of 
daily occurrence all over the Province. Household utensils, furniture, 
clothing and other articles of daily use are also pledged and accepted 
as security. It is suggested that the needs of small borrowers against 
the security of such articles would be better met if there were pawn¬ 
shops Tun, under certain regulations, by Government or co-operative 
societies or pawn-broking companies. We do not approve of the 
suggestion, because we think that it will be an additional temptation to 
excessive borrowing and may lead to expenditure on undesirable 


objects. 


168. A recent development of consumer’s credit is the introduction 
of the hire-purchase system. Motor cars, type- 
PC a 0 ,f A s E writers, furniture, costly hooks, etc., are sold on 
the instalment system. The system is, however, 
- mainly confined to the big cities and towns, and has not spread to an 
appreciable extent to the urban and rural areas. Its extension would 
help a very large section of the people to a considerable extent. 


Two limitations, however, may be pointed out: (3.) the hire-purchase 
system can he successful only in the case of persons of known and sure 
credit, and will, therefore, be largely confined to the salaried classes 
and, other persons with fixed income. Persons with fluctuating or un¬ 
certain income will not get the full advantage of it, (2) an unregulated 
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development might result in the creation of a multiplicity of hire-purchase 
institutions, giving facile credit on a profuse scale with all its accom¬ 
panying evils. This might result in cases of default and the whole 
movement might receive a. set-back. It is necessary, therefore, that 
there should be close co-operation and co-ordination between the 
different hire-purchase institutions, so that the individual may not be 
given more credit than is warranted by his repaying capacity. With 
these, precautions, the extension of the system we ald make it possible for 
the middle class population to utilise their individual credit more 
effectively than at present. 
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CHAPTER IX. 


Industries in the Province. 


1G9. In this chapter we propose to deal with the organisation and 
finance of industries in the Province, with the exception of cotton mills, 
which are outside the scope of our enquiry. The question of industrial 
development has a peculiar significance in this country where, owing to 
climatic conditions and the prevailing system of tillage, agriculture docs 
not offer employment for the whole of the year except in tracts where 
irrigation is available. For a very large number of cultivators there is 
no work on the fields for at least two to four months, the duration of 
enforced idleness varying according to local conditions and the size of 
the holdings. The problem is twofold: (1) there should be suitable 
secondary occupations which the agriculturist can take up during 
the spare time at his disposal without having to give up cultivation, and 
( 2 ) there should be industries in which a portion of the population that 
cannot be supported by agriculture may find employment. 


Ihdusthibs. 


170. In addition to 192 cotton mills concentrated chiefly in Bombay 
city, Ahmedabad and Sholapur, there were 1,30(1 
factories, governed by the Indian Factories Act, 
working in the Province in the year 1928. Of these 1,239 were private 
factories giving employment to 109,449 persons and 07 Government 
factories employing 27,206 workers. 

The distribution of the private factories was as under :— 


Private Factories. 

Description 

Textiles other than Cotton 
Engineering 
Minerals and Metals 
Drink and Tobacco 


Number of 
F act orics 

16 

132 

14 

161 


Chemicals, Dyes, Dyeing and Bleaching, Match Factories, 


Mills, Oil Mills, etc-. .. .. .. (04 

Paper and Printing Presses, etc. .. .. 81 

Processes relating to Wood, Stone and Glass .. 24- 

Processes relating to Skins and Hides ,. .. 4 

Gins and Presses .. .. .. .. 688 

Miscellaneous .. .. .. .. 15 


Total 


1.239 


The principal industries in the Province allied to or supplementary 
to agriculture carried on on a small organised factory basis or by 
individual artisans are,: Bice pounding and husking, milling, baking, 
grain parching, flour grinding, cotton ginning and cleaning, wool ginning, 
cattle breeding, milk, butter, cheese and ghee making, sugar refining, 
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gur making, jama and condiments making, tobacco making, rope, twine 
and string making, and toddy drawing. 

Among the other small industries carried on on a small organised 
factory basis or by individual artisans may be mentioned:—cotton 
ginning, cleaning, pressing and baling, cotton spinning, sizing and weaving, 
wool spinning and weaving, carpet weaving, silk spinning and weaving, 
tasar andjailk industry, dyeing, bleaching and calico printing, lace making, 
gold and silver thread industry, silver and fancy work, embroidery work, 
working in metals, iron industry, brass and copper vessel industry, 
tanning, leather dressing, leather articles manufacture, shoe making, 
ceramic industry, brick and tile making, wood industry, ship building, 
stone cutting and dressing, quarrying and mining, stone carving, match 
manufacture, dye and ink industry, oil industry, soap making, tailoring, 
washing, paper making, printing and book binding, jewellery, toy making, 
glass industry, manufacturing glass bangles, ivory industry, sandal 
wood carving, lacquer work, charcoal making, rope, twine and string 
making, coir making, working in bamboo and caue, basket making, 
mat making, fishing, catechu boiling and bone mills. 

Figures regarding the number of men engaged in these industries 
are not available. 

We select three typical small industries to illustrate the organisation 
and methods of finance of industries generally in the Province. 

171. The most important cottage industry of this Province is hand- 
loom weaving. According to the Census of 1921, 
Handloom Weaving, the total weaving population, excluding those 
working in factories, was 3,06,662 of whom 1,43,865 
were actual workers. There are about 1,000 weaving centres in the 
Province employing on a rough estimate nearly 80,000 handlooms. 
40 important weaving centres, including places like Yeola, Surat, Sho- 
lapur, Ilkal and Gadag, had 33,705 throw shuttle-looms, 20,390 fiy-shuttle 
looms, and 3,500 Hattersley looms at work, daily producing goods worth 
P,.s. 1,24,850. Further, the industry is strongly placed so far as designs 
and higher counts are concerned, while even with regard to the 
production of coarse cloth or medium yarn, it is maintaining a plucky 
fight against the competition of machine-made goods. This competi¬ 
tion is, however, getting keener day by day and weavers producing 
articles of counts between 10 and 40 are finding it difficult to withstand 
it. We were informed in Hubli that the introduction of fly-shuttle 
looms had led to over-production and that this had affected the weavers 
adversely in one way as the demand for the goods turned out by them 
was limited. It is difficult for weavers to make any headway as they 
are very conservative and do not change their patterns to suit the 
changing tastes of the public. 

Handloom weavers may be classified into three main divisions on the 
basis of organisation: (1) independent weavers who work at home 
on their own looms and have sufficient finance for purchase of yarn, 
(2) dependent weavers perpetually in debt either to a dealer iu yarn 
or a karkkandar and relying on him for supplies, and (3) Icarkhawhirs 
mo v s—9 
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or entrepremurs with a group of 8 to 10 or more weavers, working 
under their personal supervision. The dependent weavers form about 75 
per cent, of the whole group, the independent weavers 20 per cent, and 
the karkhandars 5 per cent. 

The financial needs of the karkhcmdar and the independent weaver 
are identical except that the former needs daily finance on a larger 
scale and has to maintain the weavers working in his factory during 
the period of production. At present, both these groups of workers 
receive yam on credit subject to the condition that the manufactured 
goods should he sold through the lender. 

Finance is also needed to meet the capital requirements of the industry, 
such as purchase of new looms, replacement of old ones and introduc¬ 
tion of improvements. The independent weaver who wishes to realise 
cash sells his goods mostly to the merchant either through the local 
dalal or direct and only in a few cases to customers direct. The 
hirkhmidar has similarly to sell his goods through an adatya ; if he 
prefers to sell them himself he often finds that purchasers of his goods 
insist on credit for a month or two during which period he has to find 
financial accommodation from tho sowcar at heavy rates of interest. The 
problem of the dependent weaver is more complex. Where he does not 
work on his own account, he is paid by piecework and his income 
generally ranges from Rs. 15 to Rs. 20 per month. The skilled, fine 
worker gets about Rs. 30 per month. 

The main drawbacks of the existing organisation of the handloom 
industry, from the weaver’s viewpoint, are :— 

1. High price of raw materials, 

2. Low price for manufactured goods owing to forced sales and 

absence of marketing facilities, and 

3. Inadequate and costly finance. 

These defects can be removed if the independent weaver and the 
karkhandar are given loans on easy terms for purchase of raw materials 
and working expenses during the period of production against the secu¬ 
rity of finished products. Those who benefit to-day are the middlemen 
and the smear, and only the elimination or modification of their opera¬ 
tions can bring about an improvement of the industry and the condition, 
of the weaver. The dependent weaver will have first to be rescued from 
his state of helplessness before he can be given credit facilities. 

Cheap finance alone will not solve the weaver’s problem. Intro¬ 
duction of improved appliances and methods such as use of fly-shuttle 
slay would increase the amount of the output. In these directions 
the Department of Industries has been doing useful work. By opening 
weaving schools at important centres it has helped in popularising 
improved appliances among the weaving population. As the result 
of such activities 13,581 fly-shuttle looms have been introduced in various 
parts of the Province. There is, however, still considerable scope for 
an extension of the activities of the Department in this direction, parti¬ 
cularly in. carrying on propaganda concerning the types of cloth which 
would have a ready sale. 
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Marketing facilities are also necessary. We are of opinion that there 
should be a district industrial association which may provide to the 
weaver cheap raw material and at the same time undertake to find 
the best market for the weaver’s finished products and which may also 
undertake the work of education and propaganda, hold fairs and demons¬ 
trations and co-operate with the Department of Industries in the inaugu¬ 
ration and supervision of weavers’ schools and the introduction of tech¬ 
nical improvements. We would suggest that such associations may he 
tentatively started on a co-operative basis in three or four important 
places. Funds maybe supplied by members and may be supplemented, 
if necessary, by loans from the central banks or Government and also 
by grants-in-aid from Government. With a view to ensuring co¬ 
ordination of effort and efficiency the weavers’co-operative societies may 
be affiliated to these organisations. Although we have suggested that 
such associations may be started on a co-operative basis, we do 
not think that they will be successful unless there is the closest co¬ 
operation between them and the officers of the Department of Indus¬ 
tries. The experience of a few weavers’ unions now functioning goes to 
show that active help will be necessary from the officers of the Depart¬ 
ment of Industries, not only for propaganda but also for running 
the business side of these associations. In the initial stages these 
organisations are likely to work at a loss. Hence financial assistance 
from Government will also be necessary until they are in a position to 
develop their business sufficiently to be able to work at a profit. Even¬ 
tually, however, these organisations, if they are to be really useful, must, 
be able to function without such assistance. 

172, The manufacture of gold and silverthread is essentially a luxury 

The Gold asd industry which was well established in India under 
Silver Thru ad Mahomedan influence and which is, even now, 
Ihdvstey. “largely practised and patronised by Mahomedans 

all over the country”. In the Bombay Presidency, it is found chiefly 
in the cities of Surat and Poona and also in Yeola (Nasik District). 
This is a twofold industry, (l) manufacturing gold and silver thread a ad 
(2) the working of it into cloth. India used to export gold and silver 
thread to other countries in large quantities, but the competition of other 
countries has ousted the Indian industries from continental markets, 
and imports froiu France and Germany have succeeded in capturing a 
portion of the Indian market. It appears that but for the protection 
afforded by the 30 per cent, import duty on gold and silver thread, the 
indigenous industry would have found it very difficult to survive such 
competition. 

The organisation of the industry is not dissimilar to that of the 
other cottage industries of the Province. There are three classes of 
workers : (1) the independent worker who works with his own tools and 
sells his goods, (2) the dependent, worker who works on wages, at some 
merchant’s Icarkfuma. and (3) the dependent worker, who works to oTder 
at his own residence. In the city of Surat, there were 2,000 workers of 
the first class, 6,000 of the second, and 5,000 of the third. There were 
no y 5—9a 
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about 1,100 employers (of whom 50 to 75 were big employers) with 1,200 
to 1,300 factories, working in all 1,000 motors. The total value of the 
gold and silver used in the industry is estimated at rupees one more, the 
daily consumption being estimated at 336,000 tolas of silver, and 672 
tolas of gold for 300 working days in the year. If we add to this figure 
the. value of silk used, labour charges, etc., the total value of the produc¬ 
tion in Surat would be nearly rupees four crores. The labourers engaged 
in the industry earn from annas 10 to Rs. 1-8-0 per day, the more skilful 
amongst them earning np to Rs. 2. 

For purchase of raw material alone, a very considerable amount 
of finance is required. The karkkandars require, besides, cash for 
payment of employees and for meeting other charges pending sale of 
finished goods. As the market for this product extends all over India 
and other countries in Asia, the period of sale operations, is necessarily 
prolonged and credit facilities are indispensable. The Surat, merchants 
have 55 shops in the whole of India in widely separated places such as 
Bombay, Calcutta, Delhi and Madras, and their goods ate also sold in 
Japan, Siam, Bankok, Sumatra, Singapore, Mombasa and Nairobi. 

We find that the merchants—small or big—engaged in the 
industry do not resort to the banks for assistance partly because they 
can obtain finance from other sources at a comparatively moderate rate 
of interest, and partly because they have a prejudice against the formali¬ 
ties of modern banks. The bigger karkkandars are generally men of 
means. -An addition to their own capital, they are sometimes able to 
obtain deposits from the public at. the rate of 3 to 41- per cent, interest. 
The smaller merchants—who form the majority—have almost always to 
rely on outside capital. They either obtain credit for the purchase of 
raw material or borrow from indigenous bankers or bigger merchants 
at rates of interest varying between 6 and 9 per cent. The artisans 
generally borrow for social purposes and are often indebted to entrepre¬ 
neurs who take advantage of the situation by offering them reduced 
wages. It would be an advantage if co-operative societies were 
organised for the small merchants and also for the artisans. 

The industry requires a thorough reorganisation on modem 
lines, larger use of mechanical power, introduction of improved appli¬ 
ances and careful study of both home and foreign markets. As in the 
case of other cottage industries, the principal need is better marketing. 
The problem can be solved by the industry itself by forming an associa¬ 
tion on the lines suggested in paragraph 171 which will purchase raw 
material wholesale and distribute it among members, and also 
undertake to sell their goods in. suitable markets. The Department 
of Industries might undertake educative propaganda, by opening a 
demonstration factory, while Indian Trade Commissioners abroad might 
furnish the necessary information about foreign markets. 

173. According to the census of 1921 there, verts 48,656 metal workers 

Tee Brass and * n ^ ie Province with 72,945 dependents. The 
Copper Vesset. brass and copper vessel industry maintains a 
Industry, total population of 20,862 persons of whom 7,898 



Were actual workers. The city of Bombay and the districts of Abmcd- 
nagar, Dharwar and Poona employed 927, 1,264, 794 and 725 persons, 
respectively. Detailed information regarding the organisation of this 
industry for all the centres is not available. The following description 
of its organisation will, however, give a general idea of the conditions all 
over the Province. 

The village coppersmiths and artisans satisfy a local demand. 
Their financial needs are few, hut they have no organisation. The 
organised portion of the industry is concentrated in the city, and its output 
is intended largely for outside consumption. There are in the main two 
classes of producers, the entrepreneur who gets his work done in factories 
and the one who gets it done at home. The factories generally employ 
mechanical power and it is not unusual to find the same person owning 
factories as well as getting some class of work done at home. The raw 
material for the industry, viz., brass and copper metal sheets is generally 
imported from abroad. The producer purchases goods from the 
wholesale dealer in Bombay sometimes on credit and sometimes with 
borrowed money, paying interest and commission in both cases. The 
metal sheets are then worked into vessels of required shape and form and 
during.the period of production the factory owner has to pay rent and 
wages. 

The entrepreneur who gets the work done at the worker’s residence 
has only to pay wages or to make advance payments of money to 
the domestic workers. Pie gives over the work to a master worker who 
in turn employs a number of smaller workers to help him in the actual 
process of production. The finished goods when ready are sold either 
through a merchant or directly by the producer himself. In the former 
case the merchant deducts his commission and if he advances money- 
on the security of the finished product, he sometimes exacts interest right 
up to the termination of the period of the loan, though the goods might 
have been actually sold much earlier. In tbe latter case the producer 
generally finds himself compelled to grant credit to the purchaser for a 
month or two during which period he has to find financial accommodation. 

The financial needs of the industry may, therefore, he summed 
up under three heads as under:—- (!) purchase of raw material, (2) 
working expenses during period of production and (3) financial accom¬ 
modation between the period of production and the final disposal by 
sale in the up-country market. At present the merchant and the soivcar 
provide the bulk of the finance. 

The entrepreneur has to resort to a money-lender. If he gets facilities 
from a hank, it is only short-term credit so that he has to borrow' from 
the s owcar at exorbitant rates of interest, A co-operative industrial 
bank is necessary to grant finance on cheap terms to these industrialists 
for the purchase of raw material and the payment of working expenses. 
Where there is no such bank, a co-operative urban bank may provide 
the necessary accommodation. If such a bank were to advance funds 
against usance bills drawn by local merchants on account of goods sold 
and accepted by the buyer, it would be a great convenience. 
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What is true in respect of the principal industries described above also 
holds good in the case of the other small industries. Financial facilities 
are needed, but more so, marketing facilities. In any scheme for the 
development of such industries the question of opening up new markets 
for the manufactured goods should be placed in the forefront. 

174. As stated at the commencement of this chapter, in the existing 

Cottage Indes conditions of agriculture in this country, one of the 
TRiKs Aim Past-time ways to improve the economic condition of the 
Occupations. rural population is to open new industrial avenues 

and to provide supplementary occupations. India cannot continue to. 
depend on agriculture alone for maintaining the bulk of her people on a 
decent standard of living. She must build up industries which may 
give employment to the surplus and partly employed population. This 
does not necessarily imply the removal of a large section of the agricul¬ 
tural population from the land. In the industrial life of India, cottage 
industries have always played a prominent part. While some have gone 
under, others have survived the shocks of factory competition, adapting 
themselves to their changing environment. The number of workers in 
the various cottage industries forms a large percentage of-the population, 
and by a progressive policy of stimulating and fostering these industries 
a still larger portion of the population can be encouraged to take to these 
industries. We have already indicated the general features of the 
organisation of these industries, their wants and difficulties. With the 
removal of those difficulties and with the extension of facilities already 
suggested and to be suggested by us in regard to finance in the latter 
part of this chapter, the cottage industries will provide more and more 
employment for the rural population. 

Cotton spinning and weaving by hand are two of the most popular 
industries suggested for the purpose. Although'cotton spinning may be 
useful as a secondary occupation, the agriculturist is not likely to take 
to it as the return on the output is poor.* Weaving, on the other hand, 
is more lucrative. 

Attempts are being made by the Department of Industries to teach 
weaving to agriculturists and a few schools have been opened for the 
purpose. It is too early to say whether such attempts will be 
successful, but the teaching of weaving as a secondary ir^lustry deserves 
encouragement and it is necessary that its introduction should be tried 
on a larger scale than at present. 

Seasonal occupations relating to cotton industry are fairly well 
developed in the Province. In the year 1928 there were 688 gins 
and presses in the Presidency, the important districts being Ahmedabad, 
Broach, Bijapur, Surat, Dharwar, Belgaum, Sholapur and Ahmednagar 
having 149, 99, 63, 61, 45, 38 and 38 gins and presses, respectively. 
These occupations are, however, not open to the agriculturists in every 

* Professor Kale and Messrs. V. L. Mehta, J. N. K. Mehta and Cliikodi wish to add : 

“ This is too sweeping a generalisation. We think that hand-spinning is a suitable 
part-time occupation ior members of cultivators’families, especially women. r lhis is 
particularly true of tracts where conditions are favourable with regard to t he supply of 
cotton and the disposal of yam.” 
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district. It is, therefore, necessary to develop other industries such as 
groundnut-shelling, rice-husking, oil mills and flour nulls. 

Dairying is essentially an occupation allied to agriculture and 
increases the agriculturists' annual income. The demand for aiilk 
and milk products is always large and grows larger with increase in 
population and rise in the standard of life. At the same time, the com¬ 
plaint of adulterated and impure milk is almost universally heard from 
towns and cities. There are 204 towns with a population between 5,000 
' and 50,000 and 9 cities with population exceeding 50,000. There is 
thus an effective, demand, and the agriculturists in the villages round 
about the towns and cities should find it profitable to adopt dairying as a 
subsidiary occupation on an organised basis. The principal needs of this 
industry are four—(1) good breed of buffaloes and cows, (2) constant and 
adequate supply of fodder, (3) preservation and cheap transportation 
of milk to the urban markets, and (4) finance for the initial purchase 
of buffaloes and milch cows of good breed and later replenishment of the 
stock. Items (1) and (2) aie fields in which some spade work has been 
done. The Government of Bombay have a live stock expert who has 
under him some breeding farms, where buffaloes and bulls and cows a.re 
bred in a scientific manner. The- propaganda side of the problem needs 
special attention. The Department of Agriculture, in conjunction 
with the local taluha development associations,) should undertake 
educative propaganda on an extensive scale and demonstrate the 
business possibilities of dairying as a secondary occupation. 

As regards preservation and transport of milk, little, as yet, appears 
to have been done. Knowledge of the proper methods for preserving 
milk over short and long distances and of the best way of packing 
and preserving it, should be widely disseminated in various verna¬ 
culars. Cheap transport, a, rapid service, and easy means of communi¬ 
cation should also be provided. One of the most serious difficulties 
in the development of this industry is the want of adequate facilities for 
grazing for dry cattle round about towns. Such facilities, if provided, 
would assist materially in encouraging the industry. Fodder might 
be provided by the State in places where it is not readily available. 
The cattle breeding industry should also be developed at certain 
important centres. 

There are, besides, many occupations to which the agriculturists’ 
surplus time can be profitably devoted in the different districts. A list 
of such spare time occupations according to different districts has been 
furnished to us by the Director of Industries which we reproduce below : 

Hand spinning for women, hand weaving, w’ool spinning, wool 
weaving, knitting, dyemg, rope-making, carpentry, wood-turning, 
smithy, preparing wire cages for trapping rats, making cooking 
utensils, soap-making, preparing paper pulp' for toys, snuff-making, 
preparing toys of wood and clay, cane-work, bamboo matting, bamboo 
basket-making, making bidis, manufacture of dal, flour grinding, 
preparing dry ginger and dry turmeric, making umbrellas and fans 
from reeds, coal burning, etc. 



A good deal of guidance will he necessary in the initial stage. 
We, therefore, suggest that the Department of. Industries should conduct 
enquiries into the possibilities of subsidiary occupations suited to local 
conditions, climate, position and tastes. Such inquiries might be 
followed up by practical demonstrations of the advantages of the 
selected industries. Enterprising people might then be financed by 
banks at moderate rates of interest, and technical knowledge and 
guidance might be placed at their disposal by officers of either the 
financing bank or the Department of Industries. This will afford 
employment during the slack season to a good number of people. 


Exist ino 
Facilities. 


Cbedit 


175. The existing credit agencies for financing 
industries are— 


(1) The sowcar, 

(2) The merchant or dealer in raw materials or produce of industry, 

(3) The co-operative banks and producers’ societies, 

(4) The Imperial Bank and joint stock banks, 

(5) Government through the Department of Industries and the 
Co-operative Department. 

- The sowmr’s methods of finance and the extent to which he 
provides industrial finance will be described in Chapter XTV. The 
methods of finance .by the entrepreneur, who is the dominating figure 
under the existing organisation, of small industries, have already been 
discussed in the earlier portion of this chapter. The defects of these 
two financing agencies are well-known. The finance is costly ; every 
advantage is taken of the debtor’s illiteracy and helplessness. They 
have, besides, no interest in the welfare of the borrower. The only 
agency that has so far made an attempt to overcome the defects 
is that of co-operative industrial societies, but most of them a,rc 
merely credit societies, while none has as yet reached the stage of 
opening a sale shop. The following table gives statistics of such 
weavers’ societies:— 


Year ending March, 

dumber of 
societies. ) 

i 

.Number of 
members. 

Working 

capital. 

Value of 
sales. 




Rs. 

Rs. 

1925 .. 

99 

3,000 

3,00.000 

2,50,000 

1926 .. 

90 

3,090 

3.00.000 

2,50,000 

1927 .. 

37 

3,090 

3,34,808 

2,31,882 

1-928 .. 

09 

3,154 

3,24,568 

2,14,540 

1929 .. 

“ , 

2,539 

2,63,722 

2,27,514 


Compared to the magnitude of the weaving industry, the number of 
persons helped by the movement is exceedingly small. Even this small 
number does not receive adequate finance and has to resort to the 
sowcar. To emancipate the artisan from the thraldom of usury an 
extension of the movement is necessary. The weaver is reported to 
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be backward, disloyal to bis society, conservative and prone to drink, 
atfd hence, the lack of progress of the societies. At the same, time, it 
nxay be remarked that these societies have comparatively small arrears. 

Other artisans such as brass workers, leather workers, etc., have, it is 
said, a few societies similar to those of the weavers and they appear 
to suffer from the same disabilities. There ■were 27 such societies on 31st 
March 1929 with 992 members, a working capital of Rs. 2,17,820 and 
sales valued at Rs. 2,0b,702. These societies, too, need to be consi¬ 
derably augmented and their staff strengthened by expert advisers so 
that they may be in a position to increase their activities. 

Except, in the case of large scale industries, such as cotton ginning 
and pressing, the assistance rendered by the joint stock banks to 
industrial concerns is insignificant. Even the limited financial 
acco mm odation given by them is not continuous and the formalities 
of the banks gnd the terms of advance are considered onerous by the 
entrepreneurs who have, therefore, to resort to the sow car. (Govern¬ 
ment finance industries, through tire co-operative societies, by means of 
loans or supply of implements on hire-purchase system. We find, 
however, that owing to the difficulties we refer to later, loans were 
given during the last seven years to two concerns only, vts. } Rs. C lakhs 
to a sugar factory, and Rs. 5,000 to a weaving factory. 

176. There is no doubt that, small and middle class industrialists 
experience considerable difficulty in obtaining the 
necessary funds at reasonable rates of interest. 
Adequate credit facilities are necessary, besides 
organisation and marketing, to set them on their feel. Banking in the 
Province is still in a backward condition. There is no industrial bank 
of the type of the Credit Mobiher of France or the Nippon Kogvo Ginko 
of -Japan or the Gross ban ken of Germany, which combine commercial 
banking with company-promoting. The number of existing banks is 
not adequate and scarcely any one of these is organized to provide initia l 
capital or long-term loans. Nor have these banks on their staff 
men possessing the technical knowledge necessary for examining 
propositions for financing industries. The underwriting of industrial 
capital, or investing in ot lending on the security of shares in industrial 
concerns, does not come within the purview of the Imperial Bank s 
operations. The other commercial banks do not suffer from such 
statutory disabilities, but they also lookaskance at proposals for industrial 
credits as being more hazardous than those for commercial credits. 
Having regard to their constitution and their obligations on account 
of short-term deposits, they cannot provide long-term credit for capital 
requirements. They can entertain proposals for providing working 
capital only. But even the facilities for the supply of current finance 
to industry are very deficient, as industrial concerns are generally 
unable to offer the security of liquid assets or stocks that can be readily 
disposed of. 

What should be done to meet these difficulties and generally to 
provide an elastic system of industrial finance '{ The question was 


Credit 

REQUIRED 
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examined by the Indian Industrial Commission from the point oi view 
of the requirements of the large as well as small industries of the country. 
The Commission pointed out the crying necessity for the extension of 
banking facilities and favoured the establishment of an industrial bank 
or banks. It considered that the establishment of industrial banks 
working on approved lines was of. sufficient national importance to 
justify Government assistance, and propounded, as an interim measure, 
a scheme for the provision of current finance to middle class industrialists. 
This scheme contemplated the opening of cash credits by banks in favour 
of applicants approved by tbe Department of Industries on the guarantee 
of Government. It was suggested that in a few cases Government should 
provide, subject to certain safeguards, direct financial aid and that 
such assistance should take the form of guarantee of dividends, loan 
of money, under talcing to purchase output, or Contribution to share 
capital. Advances were also recommended to small organized industries 
and cottage industries by the local Departments of Industries in the 
shape of small Government loans or by financing the purchase of plant 
on the hire-purchase system. 

177. Witnesses who have given evidence before us on the subject of 
industrial finance favour the establishment of a 
Ixdustrial Bask’ 4 ” central industrial bank designed and equipped for 
tbe purpose cf affording financial assistance to 
industries. When tbe Indian Industrial Commission made its report, 
the Tata Industrial Bank bad just started its work. It is unfortunate 
that soon afterwards the bank ceased to exist as an industrial bank. 
That, however, need not stand in the way of establishing an industrial 
bank for the Province. We suggest that the Central Committee, should 
formulate a scheme for starting an industrial bank for the Province 
with branches wherever necessary. Considering the important place 
which such a hank would fill in the banking system of the country, 
we are of opinion that it should receive some measure of State aid. In 
this connection we should like to reiterate the -warning sounded by the 
Industrial Commission, viz., that the clearest possible distinction must 
be drawn between industrial finance and ordinary banking business. 
“ Share and debenture capital and long-term deposits may legitimately 
be used for the former purpose, but short-term deposits never; and any 
attempts toempioy them should be most strictly prohibited, if necessary, 
bylaw.” 

There are large scale industries and small scale industries, so also 
may industrial banks be divided into banks for financing larger 
industries and those for assisting small size and cottage industries. The 
proposed industrial bank would be helpful in meeting tbe financial 
requirements oi comparatively large scale industries and the smaller 
industries should be financed by its branches, while individual artisans 
may be financed by the co-operative credit societies and by banks as 
suggested in paragraph 173. 

We endorse the further recommendations of the Commission for 
State-aid to industry referred to above. The industrial concerns of 



the Province suffer at present from severe handicaps. As pointed out 
above, industrial banks do nob exist and ordinary banks are not so 
organized as to provide long-term credit or fixed capital. We do not 
suggest that. Government should play the role of a banker to industry, but 
we recommend that, until industrial banking plays its part in the 
industrial regeneration of the country it should be the policy of Govern¬ 
ment to render all possible financial assistance in fostering new and 
existing industries which hold out reasonable prospects of success and 
which are likely to assist in the economic development of the country". 
Positive facilities may' also be given at State expense for research 
into processes of production aud methods of organisation. Cottage 
industries generally require assistance in the form of supply of 
took, machinery and raw materials. They may be assisted in many 
ways by co-operative industrial societies through their unions but some 
form of State-aid is also necessary. There is a State-aid to Industries 
Act in Madras, Mysore and Bihar and Orissa. There is also an 
Industrial Loans Act in the Punjab, under which small industrialists 
can have small loans for the purchase of machinery, etc. Even 
without such legislation the Government of Bombay have the powers 
to grant such financial assistance. Bnt in our opinion it would be an 
‘advantage to have an Act for State-aid to industry so that the policy 
of assisting industries may be pursued more systematically' than at 
present. Money so spent hy the State is likely to bo repaid many times 
over with the growth of the aided industries and augmentation of the 
national dividend. We therefore, recommend that a progressive indus¬ 
trial policy should be clearly enunciated with a view to promoting the 
development of industries in the Province. 

In this connection we cannot emphasise too strongly the necessity 
for a well-equipped administrative machinery t,o give effect, to such a 
policy. It should not only carry out a comprehensive system of State- 
aid to industries, but also undertake supervision work with a view to 
assuring that the assistance given to an industry' is used for the purpose 
for which it was given. The existing Department of Industries is sup¬ 
posed to supply this want, but. we find it is insufficiently equipped for the 
purpose. In the first place, it has not at it.s disposal adequate funds for 
aiding industries; and secondly, the establishment is much too small 
and there are no experts oh the staff qualified to advise and supervise!. 
Our observations in this respect must not be taken to reflect in 
any way ou the efficiency' of the personnel of the Department. They 
simply refer to the defective policy' under which the Department has to 
function. 

We. are of opinion that the Department of Industries should be endowed 
with sufficient resources, charged with definite functions and invested 
with authority to carry out the industrial policy' of Government. There 
should be close co-operation between the Department of Industries, the 
Department of Agriculture and the co-operative movement, particu¬ 
larly' in regard to the development of industries allied or supplemental 
to agriculture. Concerted action of all organisations concerned would 
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also be necessary in respect of propaganda, and education and one of the 
functions of the Department should be to supply to the small industrialists 
and organizations information regarding the markets of India and other 
countries. 

Before we conclude this chapter, it would be convenient fo recapitu¬ 
late briefly how under the policy suggested by us, Government may 
assist in financing the industries of the Province. Finance is necessary 
for— 

(1) large industrial concerns, 

(2) small industrial concerns, 

(3) industrial workers— 

(a) unorganised individuals, 

(i b ) members of co-operative societies. 

It .should be the work of the proposed Industrial Bank to finance com¬ 
paratively large organised industries. Government can, however, render 
material assistance in two ways, firstly, by encouraging the establish¬ 
ment of such a bank by guaranteeing interest on debentures, or by 
holding some of the debentures issued by the bank, and secondly, by 
rendering to the bank, free of charge, expert technical advice through 
the Department of Industries. The small industries in addition to free 
technical advice from the Department have a claim on direct financial 
assistance from Government until there is an industrial bank to provide 
for their needs. Under the proposed State-aid to Industries Act, 
Government may advance money +o such concerns through the Depart¬ 
ment of Industries, They may also advance loans through the proposed 
district industrial association to individual home-workers who are not 
members of a co-operative society because, their number in one area is 
too small to form a co-operative society. For co-ordination of effort-, 
co-operative societies wherever they exist, may be affiliated to the district 
associations. Part of the working establishment charges of the district 
associations may be paid by Government through the Department of 
Industries until they are self-supporting and each district association may 
be given a loan, if necessary, at an easy rate of interest for its working 
capital. The work of financing these associations should be, made over 
to tlie proposed industrial bank as soon as it can take over the work. 
Government have been already assisting individual home-workers who 
are members of co-operative societies through the existing co-operative 
machinery. This arrangement may continue, the assistance being 
increased with the growth of the activities of the societies. 
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CHAPTER X. 


Remittance "Facilities and Instruments op Credit. 


178. “ Jn any scheme of banking reform that may be planned, 

we trust that due emphasis will be laid on the 
paottob^obintdT- P ro Yj s mu and extension of cheap facilities to the 
hat. remittance. public, including banks and bankers, for internal 
remittance.” 


Tn these words the Royal Commission on Indian Currency and 
Finance. (1926) rightly emphasised the need for a cheap and rapid 
service for the. transmission of money. We propose to make specific 
recommendations for meeting the requirements of the commercial 
community in this respect. 

179. There arc various channels through which remittances can be 
Agencies thro eon made from one place iu the Province to another. 
which Remittances It is open to the remitter to resort to any one 
are waive. 0 f ihr* following agencies :— 

1 . The Imperial Bank or Government treasuries. 

2 . The post office. 

3. The joint stock banks. 

4. The co-operative banks. 

5. The. indigenous banks or hankers. 

6 . Physical transportation of money. 

In the absence of a central banking institution certain remittance 
facilities are provided by Government through the Imperial Bank and the 
treasuries. Under its charter the Imperial Bank is required to afford 
facilities for inland remittances. Under its agreement with Government 
all treasury balances are to be entrusted to the Bank, wherever it 
has a branch office, and the duty of assisting the public by giving facili¬ 
ties for the transfer of funds between places where it has branches or 
a local head office, at. rates not exceeding those laid down by the Con¬ 
troller of the Currency, devolves on the Bank. Where there is no branch 
of the Imperial Bank, currency telegraphic transfers and supply bills 
are issued to the public by Government at the treasuries in accordance 
with prescribed rules.* 


180. Supply bills are drawn by one treasury office on another on the 
Supply Btixk application of a person who wants to remit money. 

They are not drawn, for sums under Rs. 1,000 and 
must be drawn in multiples of hundreds. The remitter has to pay 
cash to the drawing officer and the payee receives the amount from the 
treasury officer on whom the. bill is drawn. The charges are one anna 
per cent, for amounts of Rs. 10.000 and over and two annas per cent, 
for amounts exceeding Rs. 1,000 but, less than Rs. 10,000. Supply bills 
arc not a very prompt method of remittance. Telegraphic transfers are, 
therefore, also issued when the person applying for the transfer of funds 


* Resource. Manual, Chapter VTI, 
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desires that the transfer should be intimated by express or ordinary 
telegram, By transfer of cash from the currency chest (which is main¬ 
tained in almost every treasury and important sub-treasury) to the 
treasury or vice versa, transfer of funds is effected from one treasury to 
another, the actual remittance of coin or currency notes being reduced 
to the minimum. When surplus funds are deposited in the currency 
chests, an intimation to that effect is sent to the Deputy Controller of 
the Currency, who sanctions a corresponding transfer of money from the 
currency chest to the treasury balance at some other treasury which 
needs funds or from the currency chests to the. public account of the 
Imperial Bank, thus releasing more money for the use of the banking 
and commercial community. 

Such interlacing of Government and business finance is helpful to 
commerce as well as to Government. Whilst giving facilities to the 
commercial public for inland transfers of funds, it affords the best means 
of transferring Government revenue from the collecting centres to the 
provincial headquarters. The Controller of the Currency supplies the 
link between the Government and the, commercial community. On 
him devolves the duty of watching the effect of one on the other and of 
seeing that his operations do not adversely affect the interests of the. 
commercial public. 

Imperial Bore's 181 . The Imperial Bank’s rates for transfers are 
feusT F ° n BASh " fairly low, as will be seen from the following table :— 

To the general public : Telegraphic transfers—one anna per cent, plus 
telegram charges. Demand drafts-—one anna per cent. 

To joint stock banks : A concession rate of half an anna per cent, for 
sums of Its. 15,000 and over, when the amount is payable to a bank only. 
Banks remitting funds for private individuals or firms must pay at the 
rate fixed for the public. 

182. Remittance transfer receipts are given free of charge to 

Concession to Co- co-operative societies and banks for co-operative 
opEK.vrrvTi Societies, purposes only. The minimum limit is Rs. 150. It 
has been represented to us that it would be desirable to lower the limit to 
Rs. 100, if not to Rs, 50, to facilitate remittances of small amounts. 
We find, however, that instead of fresh concessions being given certain 
restrictions have been recently imposed on the remittance operations of 
co-operative hanks. This question will be examined by us later. 

188. The joint stock banks and the co-operative banks sell telegraphic 
transfers and demand drafts for purposes of remit- 

Ii'aoilities oivrn t aT1Ge _ The indigenous banker generally sells 
darsham hundis when drawing on another indi¬ 
genous banker. When drawing on a joint stock bank, he, draws 
cheques. Telegraphic transfers are also sometimes sold by indigenous 
bankers. The charges levied by these agencies for remittance facilities 
vary according to demand and supply. 

Telegraphic transfers are orders for payment made by telegram, while, 
demand drafts, darsham Mindis, or cheques are orders for payment made 
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in writing. When payment lias to be made urgently, the remitter 
arranges with the seller lor payment by telegram. He pays cash for 
the amount to he remitted and the cost of the telegram; he also gives 
telegraphic.instructions to the payee to receive payment from the seller’s 
agent. In the case of demand drafts, the remitter gets in exchange 
for cash a draft, hundi, or cheque, which he must send to the payee for 
receiving payment from the bank, firm, or individual named in the draft, 
hundi, or cheque. A demand draft of a hank, a darsham hundi and 
a cheque of the indigenous hanker are in essence of the same nature in 
that the amount mentioned therein is payable on demand, but the dar- 
shani hundi differs in some respects from a demand draft or a cheque. 
A demand draft on a bank or a cheque is an order to pay the sum specified 
therein on demand and as it is drawn on a bank, there should be no delay 
in payment if presented during working hours on working days of the 
banks, whereas the. darshemi hundi is issued in various forms such as 
sha-hjoa, that is, payable through a respectable person who should be a 
resident of. the place, and is subject to various Local images which will he 
presently discussed. 

184. Through the post office, remittances are nuide by money orders 
Remittances made or registered insured letters containing currency notes. 
through the Post Currency notes, often, cut into halves, sometimes 
OrjrcE. entire, are sent by post, the only charges payable 

being postage, registration and insurance fee. Indigenous bankers 
and traders freely resort to this method of remittance, often insuring 
packets for smaller amounts than the value of the notes contained 
therein, so as to pay a smaller charge for insurance. PA'en some of 
the joint stock banks transfer funds by insured post. The rates charged 
by the post office for these facilities are as under : 

Money order : For Rs. 10 and less—Two annas. 

For Rs. 10 to Rs. 25 -Four annas. 

On any sum exceeding Rs. 25 up to Rs. fiOO, four 
annas for each complete sum of Rs. 25 and four 
annas for the remainder, but if the remainder 
does not exceed Rs. 10, the charge for it is only 
two annas. 

Extra charges for telegram in ease of telegraphic 
money orders. 

Insured letters: For every Rs. 100 of insured value—Two annas. 

We find that it is felt that the rates for money orders are rather high. 
When banks are doing remittance business at rates not exceeding \ 
per cent., the rate of 1 per cent, charged by the post office appears to be 
unduly high. The minimum rate used to be one anna before; it is 
now two annas. Thus a person wishing to remit Rs. 5 has to pay for 
a money order for the amount at the rate of 21 per cent. We recognise 
that remittance of small amounts entails as much labour as that of large 
amounts, bur, even after allowance is made for this fact the charge seems 
to be excessive. No wonder, this means of internal remittance is not 
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popular either wifcn the commercial community or even with the general 
public who prefer to remit large amounts by insured post. 

185, Transportation of currency by rail appears to be a favourite 

Teassier of method of remittance with indigenous bankers. It 
Coerhot by Rato. j g the cheapest means of transfer. of funds when the 
distance to be traversed is not great. We were told in Sind by some, 
indigenous bankers that it did not involve much risk and that the. little 
risk which was inseparable from this means of transmission of funds they 
deliberately took with a view to increasing their profit on such transactions. 
By an irony of fate we read in the newspapers within a few' days 
afterwards that a representative of one of these bankers was robbed of 
its. 20,000 whilst travelling in a train ! 


186. It will be seen that the existing facilities for remittance arc not 
inadequate so faT as large trading centres are eon- 


Need for Exten¬ 
sion op Facilities to 
Co-operative Socie¬ 
ties. 


eerned, and that the charges as a rule are not exces¬ 
sive except for remittances by postal money order. 
But our inquiries show that there is still room for 


the extension of cheap remittance facilities to rural 


areas with a view to stimulating internal trade and commerce and that 
one of the most suitable agencies through which*this can be accomplished 
is the co-operative bank. The facilities given to the co-operative socie¬ 
ties for free remittance transfers are referred to above. A reference has 
also been made to a recent curtailment, of these facilities. The Govern¬ 
ment of India have ruled that buying and selling of remittance is i! not 
consistent with the principles of co-operative banking ” and that the 
concession of free remittance transfer receipts was not intended to enable 
co-operative societies to carry on commission business,' We do not agree 
that buying and selling bills of exchange for profit is incompatible with the 
principles and practice of co-operation. All over the world co-operative 
banks undertake remittance business not only for internal transactions, 


but also for transactions outside their own countries, and such business 


is not restricted to the operations of the bank’s own constituents or to 
those of members of co-operative societies. We have it in evidence 
that owing to the restrictions imposed on co-operative banks in this 
Province, their business in inland exchange has sustained a set-back. 
These banks have gradually penetrated into the most distant parts of 
the Province where no other organised banking institutions cared to 
open a branch or even a sub-office. Besides rendering other banking 
services, they provide at such places cheap remittance facilities required 
by indigenous bankers and local traders. We consider, therefore, that 
in consideration of such pioneer work in neglected outlying parts of the 
Province, these banks deserve some concession. To enable the co-opera¬ 
tive organisation to continue its useful work in this direction and to 
develop it by opening new branches and sub-branches in every taluka town 
so as to afford a, cheap and rapid means of transmission of funds for the 
movement of crops and merchandise, we are of opinion that the conces¬ 
sion withdrawn should be restored in places where no adequate facilities 
for remittance are available at present. In such places the concession 



145 


of free remittance may be given only to a limited amount per day. In 
places served by the branches of the Imperial Bank and other banks 
no special facilities for inland exchange business are necessary, but at 
such places the Imperial Bank should not put obstacles in tbe way of 
the co-operative banks transacting such business and should not curtail 
or withdraw from them the facilities ordinarily given to the public. It 
is not so much on account of profit that the co-operative banks are 
anxious to see the concession continued. The profit made is usually 
very small, but this business brings them in direct touch with merchants, 
traders and indigenous bankers, increases their credit and helps them in 
their general banking business. 

We may refer here to the complaints which we received from more 
than one co-operative bank about the difficulties put in their way by 
some branches of the Imperial Bank of India regarding remittance 
of funds. It has been alleged that some of the agents of the branches 
in charge of Government treasuries have refused to issue remittance 
transfer receipts on the ground that funds were proposed to be transferred 
not for bona fide co-operative transactions but for purposes of exchange. 
It is further alleged that the facility of remittance is denied, even though 
the co-operative bank certifies that the transfer of funds is required for 
co-operative purposes and not for exchange business. Wethink it very 
undesirable that, the agent of a local branch of the Imperial Bank should 
refuse to accept the certificate of a co-operative bank and should, on his 
own authority, try to withdraw a concession which has been given to all 
co-operative institutions by Government. It seems to us that the 
Imperial Bank, as the agent of Government in charge of the local 
treasury, should loyally carry out the instructions of its principals and 
that its local manager should not withhold remittance on his own 
responsibility. 

It has been further represented to us that co-operative bankB should 
be given the facility of getting funds free of charge by the sale of drafts 
on the apex bank at district and taluka treasuries. We commend this 
proposal also for sympathetic consideration. 

187. As regards the general public we are of opinion that the existing 

Extension or facilities for supply bills might, with advantage, be 
Facilities to the extended. The present minimum limit for the 
Public. i ssu e 0 f SUG h bills is Rs. 1,000. It would help 

many small traders if the limit were reduced to Rs. 500. At present, 
insured packets containing articles worth more than Rs. 600 are not 
accepted and the transmission of currency notes by sending halves in 
registered insured packets is discouraged. In the circumstances it 
seems desirable that the minimum limit for supply bills should be reduced 
to Rs. 500. The question of reducing the charges for the bills is also 
worthy of consideration. Another improvement in the existing system, 
which we should like to suggest, is the removal of the restriction that 
bills should be drawn in even sums of hundreds of rupees. This would 
obviate the trouble and expense involved under the present system in 
MO Y 5—10 
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remitting broken amounts. We find that the facilities available to the 
public at the treasuries aTe not yet sufficiently known. Some publicity 
work in that direction seems desirable. 

Another instance of curtailment of remittance facilities by the 
Imperial Bank has been brought to our notice. The Bank used to allow 
its customers to transfer funds from one of its branches to another free, 
of charge up to a limit of Rs. 5,000. That concession has now been 
withdrawn, because the Bank does not consider it reasonable to incur 
expenses on the maintenance of an establishment for the work without 
getting anything in return for its services. The withdrawal of this 
concession is subject to modification in specific cases where the Bank 
is compensated in other directions. The Bank is perfectly justified in 
regarding it as a business proposition, but we aTe not sure that a business 
proposition necessarily precludes the management from rendering a 
service without remuneration in one direction, if thereby it secures addi¬ 
tional custom and makes up for the loss by profit earned on services 
rendered in other directions. We understand this privilege has induced 
many persons in the mofussil to keep accounts with the Imperial Bank, 
although the Bank does not allow interest on current accounts as the 
other banks do, and that they found the concession useful in making 
small payments, e.g., bills for supplies obtained by public servants, 
professional men, artisans and small traders. If, as we are informed, 
some of the Bank’s customers have abused the privilege and the con¬ 
cession has had to be withdrawn! on that account, it seems scarcely fair 
to penalise the whole body of the Bank’s constituents for the transgres¬ 
sions of a few. We are not oblivious of the fact that there would be 
practical administrative difficulties in continuing the facility with 
certain reservations, inasmuch as there would be many ways of getting 
round safeguards provided against the abuse of the privilege. At the 
same time, we are inclined to believe that if the amount of free transfers 
on account of customers is reduced to, say, only about Rs. 500, it would 
stop manipulations by traders to a very considerable extent and that 
if some persons still try to take an undue advantage of the facility for 
free remittances, it would not be difficult for the Bank to deal with such 
cases individually. 

The general public and the commercial community alike look to the 
Imperial Bank of India to adopt a progressive policy for the promotion 
of hanking in this country, recognising that it is not merely a 
money making joint stock concern, but that it also enjoys the privilege 
of acting as sole hanker to Government and has therefore certain 
obligations to discharge in certain directions irrespective of considerations 
of compensation. We trust that the Bank will, instead of withdrawing 
facilities for remittance, augment them and suggest ways and means to 
Government of giving increased facilities to joint stock banks, co-opera¬ 
tive banks, indigenous bankers and the public generally through its 
own local head office and branches and through the treasuries and- 
Hub-treasuries. 



188. The Post Office can also oe instrumental in increasing the 

ExTBtrsios of forties for remittance by reducing its rates for 

iVm.tr. t'AciuTiKs. money orders and insured letters. It can also help 
by allowing transfer of funds from one savings bank 
account to another in different centres. We propose to deal with 
this proposalin Chapter XVI. 

189. Use of cash is expensive to society. Paper money and credit 

0 edit Iss v i nstrumenta economise cash. Under a well 
^ SSTE.T7- or g an j zet i hanking system they can be easily 

transferred from one person to another. The credit 
system enables society to substitute readily a claim to money for cash 
itself and then to bring the claims together and cancel them. Such 
a credit instrument may be a promissory note, or an ordeT on a bank, 
a cheque or a bill of exchange, and on the development of the diverse 
negotiable instruments and the efficiency of the system of acceptance and 
negotiation of such instruments depend the growth of production in 
anticipation of demand and the expansion of the internal and external 
trade of a country. 

The negotiable credit instruments commonly used in commercial 
transactions are:— 

1. Promissory notes. 

2. Cheques. 

3. Bank drafts. 

4. Hundis. 

5. Bills of exchange. 

We append specimen forms of hundis, promissory notes and deposit 
receipts commonly used in this Province {vide Appendix VII). 

190. This is the moat common instrument of credit. As the maximum 

_ ,, stamp duty to which it is liable is only four annas, 

this mode of payment is freely resorted to. The 
banks also take promissory notes as security for all kinds of 
advances. 

The promissory note, though payable on demand, generally involves 
payment after a fixed period within which the buyer hopes to sell the 
goods purchased by him and thus redeem the note. If, however, the 
seller insists on immediate payment, the buyer has to discount his 
promissory note with a bank or with an indigenous banker to make 
ready payment to the seller. This would only be possible if there was 
a network of banking agencies all over the country. 


191, The removal of the stamp duty on cheques has given an additional 
impetus to the use of cheques. In Chapter XVI we 
Cheques deal with the question of the growth of the cheque 

habit in greater detail, but whilst on the subject, we should like to stress 
the need for further popularising the cheque system. To the extent 
to which cheques are freely used the strain on currency is reduced. 
The removal of all avoidable restrictions and impediments in the way 


mo Y 5—30a 
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of circulation of cheques is, therefore, a question notmerely of popularising 
the banking and investment habit, but also of economising currency and 
relieving the seasonal strain on it. It appears to us, however, that 
neither the policy of Government as regards acceptance of cheques in 
lieu of cash payment on account of land revenue, nor the existing pro¬ 
cedure followed by banks as regards encashment of cheques over the 
counter, is conducive to that end. Payment in respect of Government 
dues on account of land revenue has to be made in cash at places 
where there is no branch of the Imperial Bank. Payment in cash 
is also insisted upon at many places on account of local rates and taxes. 
Such a policy must affect the growth of the cheque habit and of banking 
generally, whilst restricting remittance facilities. Similarly, the cheque 
system cannot gain in popularity unless there is an improvement in the 
procedure of banks so as to expedite payment on account of cheques. 
We shall have to say more on the subject in Chapter XVI. 

192. A recent ruling by the Bombay High Court has resulted in a 
restriction on the negotiability of cheques by 
Amendment of the making it incumbent upon banks and business 
N'Koo^aABtLrrx 1 ' 0T of houses to examine all endorsements upon bearer 
Cheques. cheques. Contrary to past practice, it. has been 

held that the character of a negotiable instrument 
which is drawn payable to bearer, in the first instance, can be effectively 
altered by any subsequent endorsement. Such an unnecessary 
restriction is sure to militate against the furtherance 'of the use of 
cheques and retard „the progress of banking in this country. The 
practice, hitherto in vogue was based on the principle “ once a bearer, 
always a hearer The practice in England is the same and has been 
grounded on the same principle. Any deviation from it would throw 
on the banks not only extra work in examining all the endorsements on 
bearer cheques, but also heavy pecuniary liability in eases of fraud. 
Moreover, the privity of contract is between the drawer and the drawee, 
and the drawee or the banker is bound to obey the instructions of the 
drawer only aucl no one else who handles the instrument with the 
knwoledgethatitisa bearer instrument. This defect should be removed 
as early as possible. The bill to amend the Negotiable Instruments 
Act introduced in the Legislative Assembly on 2nd September 1929 
sought to legalise the practice which previously existed, but it was 
rejected as it was believed that Indian banking and commercial opinion 
was against the proposal. We, however, find that there is no such 
opposition to the continuance of the practice that had already been 
in vogue. A large majority of witnesses we have examined on the 
subject have expressed themselves in favour of the amendment. We 
are of opinion that the law on the subject should be amended at an 
early date and that hundis should also be covered by it. It is essential 
that there should be in circulation, in the money market, instruments of 
credit which can be negotiated as freely as currency notes and which 
should not lose their character as negotiable bearer instruments in spite 
of any endorsement or series of endorsements thereon. 
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When the Negotiable Instruments Act is amended as suggested, there 
would be in circulation foui binds of cheques, and these should meet the 
requirements of all concerned :— 

1. Bearer cheques, which will circulate iD the same way as 
currency notes without restrictions. 

2. Order cheques, which will circulate by endorsement only. 

3. Crossed bearer cheques, which will be paid only through a bank, 
but without, any obligation on the part of the paying hanker to examine 
the endorsements, as in the case of shakjog Jmmlis used in the money 
market. 


4. Crossed order cheques, payable to banks only, but entailing on 
the banks the responsibility of examining tbe endorsements. 


193. Demand drafts are issued against cash, payments or hwndis- 
Tlie rate charged by the Imperial Bank of India 
ank orabts. j-^jf 8n alIna p er c(in ^ for joint stock banks and 
one anna per cent, for the public. The rates of other banks vary 
according to their respective position and requirements from day to day. 
Demand drafts are also obtained from shroffs or their adatyas. 


194. The hundi is the oldest instrument of credit in vogue in the 
Hraws Indian banking system and it is also the principal 
negotiable instrument for the settlement of debts 
and for inland remittance. It is in essence a bill of exchange by which 
the drawer directs u certain person to pay a certain sum of money to a 
certain person or to the bearer, either on demand or on a determinable 
future date. It is in the majority of cases, about 90 per cent., a bearer 
instrument and is invariably an unconditional order, with the. exception 
of the jokhami hundi and hvndis accompanied by railway receipts 
and bearing instructions to pay only on receipt of the goods. Such 
hundis are not, however, common in this Province, except in Sind. 


There axe two recognised sub-divisions of hundis :—(1) Darshani, 
or sight or demand hill, falling in the category of cheques and therefore 
exempt from stamp duty; and (2) Mudali, deferred or usance bill, 
liable to stamp duty. The form generally in vogue is the shahjog which 
makes the hundi payable through a respectable person, having his 
business at the place of payment. The idea underlying the instrument 
is to trace the payment, as in the case of a crossed cheque, i'be 
liability of the drawee iu the case of such hundis is practically the same 
as that of a paying banker in respect of crossed bearer cheques. There 
have been cases of bogus shahs and there have been court decisions 
holding the drawee liable for making payment to unknown persons in 
contravention cf the instruction implied by the shakjog hundi. There 
is, however, a tendency in the money-market to ignore such restrictions 
and We understand that about eighteen years ago the Bombay Shroffs’ 
Association introduced another form of hundi —the dekkadnarjag, that 
is, payable to presenter or bearer. This form is now increasingly used 
in Bombay and Gujerat. It has not, however, yet penetrated other 
parts of the Province to any appreciable extent. There are two other 
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forms, dkanijog, payable to a dhani, a drawee or a definite payee, and 
firrnanjoij, payable to order, but these forms are not in use in this 
Province. 

In the foregoing paragraph we have noticed the points of resemblance 
between the hundi and the bill of exchange, its western counterpart. 
The points of difference may also be briefly noted. The English law 
on the subject does not lay down any restrictions as to the form in which 
a bill of exchange is to be drawn, but in practice it is a briefly worded, 
business-like, document. In India, however, the hundi often takes the 
form of an epistle with salutations and invocations of blessings in the 
oriental style. In the English bill the name of the drawer is given at 
the right-hand bottom corner, whereas in a hundi it is mentioned in 
the body of the instrument. The name of the drawee is also mentioned 
in the body of the hundi and the name and address are again mentioned 
on the reverse, whereas in the bill of exchange the name and address 
of the drawee are given at the left-hand bottom corner of the bill. The 
amount in a bill is mentioned twice in figures at the top corner on the 
left hand side and also in words in the body. In the hundi, the amount 
often occurs four or five times. In the body the amount is mentioned 
in words as well as in figures and then elucidated and placed beyond 
doubt or manipulation by illustrations, such as half or one-fourth of, 
or twice, a particular amount. The bill of exchange must contain an 
unconditional order, but as we have seen above there are some 
exceptions in the case of hundis, and its epistolary form lends itself 
to the incorporation of instructions in the body of the hundi which at 
times might a.fleet its character as an unconditional order. 

195. What constitutes a material point of difference is the multiplicity 
of usages governing hundi transactions. In the 
case of a bill of exchange there are certain general 
and universally recognised principles regulating the 
presentation for payment, the time of payment and 
the hours during which payment can be demanded, 
and the loss or dishonour of a bill of exchange. On the other hand, there 
are varying usages ’and regulations governing hundi transactions 
in different centres. In this Province alone, the usages differ consider¬ 
ably. The Indian Merchants 1 Chamber of Karachi has pointedly drawn 
out attention to the inconvenience caused by the multitude of conflicting 
usages prevailing at different places and to the need for standardisation 
so as to secure uniformity and to popularise the use of hundis in the 
settlement of commercial debts. The points on which a general 
agreement seems desirable may be summarised as under :— 

1. Time of presentation for acceptance and payment. 

2. Determination of time of payment and hours during which 
payment can be made. 

3. Days of grace. 

4. Observance of holidays. 

5. Procedure in case of a lost hundi. 

fi. Procedure in case of a dishonoured hundi. 


DeSHU-BIWIY OF 

Standardisation of 
Usages governing 
Hundi Transac¬ 
tions. 
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Having regard to the importance of the subject, we invited the 
views of the different chambers and associations interested in the 
matter as to whether it would not be desirable to have the question 
of standardisation of the various usages considered at a joint meeting 
of the individuals and institutions concerned so as to arrive at some 
generally acceptable principles. There can be no question that 
standardisation of usages governing the hundi will tend to promote 
its circulation and we are strongly of opinion that if standardisation is 
not possible for the entire Province, an attempt should be made to 
avoid ambiguities and to introduce a uniform system at least in 
particular regions, such as can be recognised by the Courts in cases 
of dispute. We would impress upon the Federation of Indian Cham*- 
bers of Commerce and Industry the necessity of arriving at a solution 
of the problem in consultation with the associations concerned. The 
part played by negotiable instruments in the finance of the internal 
trade of this country is still very inadequate and the need for the 
extended use of such instruments with a view to replacing currency 
cannot be too strongly emphasized. 

196. For the movement of crops and manufactured goods the need 
for increased credit and increased nse of credit 
Stamp Ditty ok instruments has been keenly felt. A considerable 
Hotws. part of business in the mofussil is done through 

darshani hundis. The mvdati hundi has almost 
gone out of use except in Bombay and Shikarpur, partly because of want 
of confidence in the stability of the drawer and the drawee, but mainly 
because of the unquestionably heavy progressive stamp duty to which 
it is liable. The stamp duty of one rupee per mille on a three months’ 
usance bill is equivalent to an interest charge of four rupees per annum, 
or 4/10 per cent, per annum, which the drawer has to pay in addition 
to the rate of discount, which, as it is, is a high rate. 

To avoid this heavy duty, various devices are resorted to, such as 
the use of promissory notes with a verbal understanding that payment 
would not be demanded until the expiry of a fixed period mutually 
agreed upon. Sometimes, the debtor opens a Mata (account) in the 
creditor’s books or gives a receipt acknowledging money received. Post¬ 
dated demand bills are also not uncommon. These credit instruments 
are not touched by tbe banks, nor are they negotiable in the bazar. The 
result is that money claims are not liquid and are not negotiable for 
meeting the credit requirements of the money markets in the Province, 
The use of hundis being restricted, there is no discount market for hundis 
in the mofussil and the up-country agriculturist, trader, or manufacturer 
lacks that close relationship with the chief money-markets of the Province 
and of the country, which is secured under an organised system of credit 
and inland trade, and import and export business has to be financed 
at heavy rates of interest, which must retard the growth of commerce 
and industry. 

The remedy for the existing unsatisfactory state of affairs is to 
increase the volume and velocity of circulation of loanable funds and 
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credit instruments. For the development of hundi business a change in 
the policy of Government concerning stamp duties is urgently called for. 
The question-here arises : “ Should the stamp duty in respect of kimdis 
he reduced or altogether abolished % ” We are. of opinion that mere 
reduction in the amount of duty, howsoever substantial, will be of no 
avail. People have learned to evade and have successfully evaded the 
duty by having recourse to promissory notes and other devices referred 
to above. So long as they can resort to these methods and so long as 
they feel that they are not thereby seriously jeopardising their position, 
a reduction in the stamp duty would afford no incentive to use the hundi 
unless the amount of duty fixed is the same as that leviable in respect 
of promissory notes, and that means virtual abolition of the duty. If 
that is done, the practice of giving mudati hundis , or usance promissory 
notes, will automatically come into vogue and along with it discount 
markets will spring up and discount houses too, all tending to establish 
a reasonably moderate discount rate. We find that the average revenue 
derived annually from the. stamp duty on inland hundis paya ble otherwise 
than on demand for the quinquennium ending with the year 1928-29 
amounted to Its. 2,50,000. Were the stamp duty on these kimdis 
abolished as proposed, it is not likely to entail an unduly heavy sacrifice 
on the finances of the Province, considering the stimulus it. will give to the 
development of one of the most liquid forms of negotiable instrument. 

197. Mere abolitiou of the stamp duty will not, however, suffice to re¬ 

instate the muduti hundiin the money-market. Other 
popularising deal 1 ■inducements arc also necessary. We have already 
urns ™ Humus. stressed the need for standardisation of forms and 
usages. We suggest the following other means of 
popularising dealings in hundis :— 

(1) Validating the noting of dishonour and protest by recognised 
associations of bankers, shroffs or merchants so as to save trouble and 
expense to the owner of the instrument. 

(2) Facilities to co-operative banks to deal in hundi business so 
that distant parts of the Province can in course of time be linked to 
the central money-market. 

(3) Increased facilities to indigenous bankers for rediscounting their 
hundis with the Imperial Bank. 

198. It has been repeatedly represented to us that there is a strong 
A Plea lor an feeling among the indigenous bankers that with 

improvement in the f[ ie exception of Multani shroffs, who have large 
the Shroefs and the dealings with the Imperial Bank, they do not get 
Imperial Bank. from that Bank the same facilities as are offered to 

joint stock banks. It is urged, on behalf of the Bank, that it is 
difficult to distinguish between a shroff doing banking business only 
and another combining trading with hanking. Whatever may be the 
causes for the, estrangement between a large section of the shroffs and 
the Imperial Bank, we consider it desirable that the Bank should take 
steps to remove such a feeling by the due recognition of the legitimate 
needs of all indigenous bankers. 
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199. During times of seasonal stringency brought about by the 

movement of crops, Government supply the 
•count Maekkt 4 ' Dlb ' deficiency by the issue of emergency currency 
against hundis held' by the Imperial Rank. The Bank 
is seldom able to tender a sufficient volume of bills against which the 
required amount of additional currency can be issued. It is an open secret 
that the Bank is, therefore, obliged to resort to the doubtful expedient 
of getting cash credits granted by it to its customers converted into 
hundi transactions with a view to being put up as cover against the 
Rank’s borrowings from the Paper Currency Reserve. All these diffi¬ 
culties will be obviated, nay the .seasonal strain on currency itself will 
be greatly mitigated, if proper inducement is offered to the people to 
draw hundis and accept hundis drawn on them and if, in consequence, 
a regular discount market comes into being. For the creation of a dis¬ 
count market for hundis in the mofussil, it will be necessary to open 
branches of banks at several places. Such branches will not, ho .Cover, be 
paying propositions. We would, therefore, suggest that the co-operative 
banks and the indigenous bankers should be encouraged to do hundi 
business at such centres, working, if it can be arranged, as agents of the 
Imperial Bank wherever such an arrangement is deemed practicable 
and mutually beneficial. It may be expected that if a more intimate 
■contact is established between the Bank and the indigenous hankers it 
would pave the way for the creation of a discount market in hundis in 
cities as well as in the mofussil. 

200. While a hundi is often drawn for legitimate trade purposes, it 

T b does not bear on the face of it any indication that 

. Anr IIXS ‘ it is a genuine trade-bill and not an accommodation 
bill. A great drawback of the credit organisation in India is the absence 
of real trade-bills drawn by sellers on buyers, such as those constituting 
the bulk of the credit instruments in circulation in the foreign money- 
markets. There is no “ prime bill ”, and “ acceptance credit ” is 
unknown. Paradoxical as it may appear to be, Indian joint stock banks 
appear to fight shy of accepting inland bills on behalf of thoir approved 
constituents although seme of them open credits for such customers 
and make use of the sterling acceptance credit. 


In the finance of the foreign trade of the country, acceptance credit 
plays a predominant part. If cancellation of indebtedness by the use 
of negotiable credit instruments is most efficiently effected in any depart¬ 
ment of Indian banking, it is in regard to the handling of the foreign 
trade of the country. Indian importers are financed, as* a rule, under 
credits opened by them through the banks. A commercial letter of 
credit enables the exporter to draw his draft upon a bank instead of 
upon the importer. The exporters draw* bills, accompanied by shipping 
documents, in terms of the credit and obtain payment for the goods from 
London banks with whom the credit is opened. The usual form of 
credit is the documentary credit, which is an authorisation by the 
importer to a bard: to make advances to the exporter on presentation to 
the bank of the bills of exchange and complete shipping documents. 
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Similarly, bills against, export are usually drawn at three months’ sight; 
sometimes the period is shorter, but seldom longer. The term of the 
bill enables the importer to tide over the interval between his purchase 
of the goods from India and the sale of the goods in his own country. 
Both documentary and clean bills are drawn, but clean bills are accepted 
by banks only from first class shippers. The bills negotiated by the 
exchange banks are sent out to their offices in London, where-they are- 
presented for acceptance to the parties or banks concerned and when 
complete are endorsed by the banks in London and usually discounted! 
in the open market. There is no reason why India should not develop- 
the use of a similar form of credit for the purposes of its internal trade. 
We have tried to ascertain whether hankers or traders have experienced,, 
or anticipate, any special difficulties in introducing the system, hut the 
only explanation that is forthcoming is that “ it is not the custom.” 

Trade acceptance credit has been so well developed in other countries 
that it is now operative not only between trader and trader hut also 
between the retailer and his customer. It enables the trader to render 
all good outstanding accounts the equivalent of cash and reduces consi¬ 
derably the amount of frozen capital in business. We see no reason 
why advantage of this method of finance should not be taken in this 
country. We have no doubt that once the system is introduced, it will be 
popular with the hanks as well as with the commercial community. If 
genuine trade-hills circulate freely in the money-markets of India and if 
they are ultimately taken to the Imperial Bank for re-discounting, the 
Bank would obtain the necessary cover for the issue of emergency 
currency. The re-discount operations may also enable it to exercise a 
more effective control on the money-market than it has been able to do 
hitherto without an organised discount market. 

201. The Negotiable Instruments Act has been based on the English 
Law which admits the negotiability of instruments 
Instbumbfts act. 1, * recognised by commercial custom. Under section 85 
of the Act a bank is protected in case of forged 
endorsements on cheques. This protection, however, does not extend to 
drafts drawn by one branch of a bank on another or on the head office. 
We suggest that this defect may be removed- In our opinion the same 
protection should also be given to demand hundis. 

A doubt has been expressed as to whether Government Promissory 
Notes, which are now governed by the Indian Securities Act, would be 
recognised as negotiable instruments within the meaning of the Negoti¬ 
able Instruments Act, although the English Law would regard these 
securities as negotiable instruments. We suggest, that if there is any 
ambiguity in the matter, the legal position should he clearly defined. 



155 


CHAPTER XI. 


Scope op 
Ohaitss. 


Co-operation. 

202. The system of joint stock banks is not suited to the condition 
and requirements of the agricultural and artisan 

aE classes. These banlm cannot lock up their funds 
for long periods and they find the security offered 
by cultivators, small traders and craftsmen insufficient and unacceptable 
for the kind of credit they deal in. That is why joint stock hanks 
prefer to cater to the needs of larger industries and bigger people. 
The two principal agencies of finance for the small men are, therefore, 
the sou’Car and the co-operative society. With the former we deal 
elsewhere in this Report-. In this chapter, we discuss the present 
position of the co-operative movement as a credit agency and indicate 
the refi.rais required to n&ke it more useful. 

203. The co-operative method has been recognised all over the world 

as eminently suitable for developing an organised 
istobioai. system of rural credit. The financial basis of 
such a system is the collective guarantee afforded by groups of 
agriculturists or artisans coming together in voluntary association 
for achievement of a common economic end. Thrift, self-help and 
mutual aid are the governing principles of the movement, which is 
besides autonomous in its methods of control. The movement was- 
introduced in this as in other provinces in India in 1904, when the 
first Co-operative Credit Societies Act was passed. The operations of the 
societies formed under this Act were restricted only to credit. The 
societies were intended to bo “small and simple credit societies for small 
and simple folks with simple needs and requiring small sums only.” 
Besides providing cheap credit to the agriculturist, they were to perform 
the important task of educating him in the use of that credit and of 
inculcating in him habits of thrift and self-help. The functions of 
these societies were widened by the. Co-operative Societies Act of 1912 
which facilitated the organization of central banks and unions and of 
non-credit societies. The Bombay Co-operative Societies Act, which was 
passed in 1925, made the object of the movement still wider. The 
previous Acts were intended for only “ men of limited means Under 
the new Act, societies could be formed of “persons with common, 
economic needs ”, and its preamble refers to “ better living, better 
business and better methods of production”, as the aim of the 
movement. 

204. The progress of the movement in this Province has been 
examined twice, once by the Committee on Co- 

Iri ‘ operation appointed in 1914 and again by the 
Royal Commission on Agriculture in 1926. The 
recommendations contained in the valuable report of the Maclagan Com¬ 
mittee have received due attention and have, in most of the important 
matters of constitution, administration and policy, been followed 
substantially in this Province. The Royal Commission on Agriculture 


PREVIOUS 

QUIB1F.S. 



1B8 


dealt with co-operation only as a part, though an important part, 
of its extensive inquiry. Its recommendations, wc understand, are 
still being considered by the local Government. Onr present inquiry 
is confined to banking in relation to agriculture, small industries and 
trade, and we shall examine only those aspects of the co-operative move¬ 
ment in the Province which have an intimate bearing on the credit needs 
of the population and the development of banking facilities. 

The following figures illustrate the growth of the movement till 
31st March 1929:— 


Progress of the Co-operative Moventent in the Province. 


Year' 

1 Number of 

Number of 

Working 

Keserve 

j Societies 

Members 

capital 

Fund 



. 

Rs. 

Rs. 

1924-25 

..1 4,120 

392,163 

7.11,66,611 

41,19,774 

1925-20 

..! 4,656 

447,808 

8,78,67,849 

00,60,546 

1926-27 

..! 5,091 

482,730 

10,26,50,816 

60,86,097 

1927-28 

5,330 

539,470 

11,19,15,95.1 

70,52,946 

1928-29 

5,472 

548,634 

11,01,79,910 

80,50,002 

205. The most important unit in the whole co-operative organisation 


EtJBAli CREDIT. 


is the rural primal y society. The primary societies, 
especially those in rural areas, are not, generally, 
in a position to raise locally the funds required for the needs of 
their members, and with a view to providing such funds, central banks 
have been started at district towns. These banks have both societies and 
individuals as members and raise capital by means of shares and deposits. 
To balance the excess and deficiency in the resources of central banks and 
to serve as a central bank in areas which have no local central banks 
of their own, there is a provincial bank at the apex of the financial 
structure. Co-operative societies are also grouped into local unions 
for purposes of supervision. 

206. Co-operative institutions concerned with rural finance differ 
essentially, both in constitution and working, from 
those for urban finance. It is, therefore, neces- 
sarji- to treat the two separately. The constitution 
of the agricultural primary societies in this Province is based on the 
Raiffeisen model, with its closely restricted area, joint and unlimited 
liability, gratuitous scrrice on the managing committee, allocation 
of net profits to an indivisible reserve, limitation of loans to members 
only, and relianee on personal rather than real credit. The area of 
•operations of a society is, as a rule, restricted to one village; the maximum 
limit of membership is fixed at 100. Funds are raised by deposits from 
members and non-members, and loans from financing institutions. 
Shares were, till recently, an integral part of the system only in Sind, 
but are now being introduced elsewhere in the Province. Loans 
.are advanced generally for a short term and for productive purposes, 
up to a maximum fixed in the bye-laws, which cannot be exceeded 
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without the sanction of the Registrar or Assistant Registrar. The 
number of agricultural societies in the Province on the 31st March 
1929 was 4,317, their membership 262,569, and their working capital 
Rs. crores. Thirty-nine per cent, of this capital was owned capital 
consisting of members’ deposits, reserve fund, and share capital 
amounting, respectively, to Rs. 75 lakhs, 46£ lakhs and 17^ lakhs. 
The capital available per member for the Province as a whole was 
Rs. 133, though, if Sind is excluded, the average is much lower. 
As against Rs. 171 lakhs advanced during the year 1928-29 repayments 
amounted to Rs. 172 lakhs ; arrears from members, however, amounted 
to nearly Rs. 98 lakhs, out of total outstandings of Rs. 311 lakhs. The 
position in respect of overdue* is particularly unsatisfactory in the dry 
zone and the canal areas of the Deccan. It may be added that no distinc¬ 
tion is observed in the published statistics between short-term and 
long-term finance, nor is any information available about the purposes 
and periods of loans and the security on which they are granted. If 
we take each family to consist of 5 persons, the number of persons 
depending on agriculture who have come nothin the fold of the rural 
eredit movement would amount to 10’7 per cent, of the. total 
agricultural population. The percentage varies from district to 
district, and the figures for Dharwar, Broach and East Khandesh, 
which lead in the progress of the movement, come to 27 - 8, 24’8 and 
18‘7, respectively. 

207. The provision of a large amount of capital at moderate rates of 
\n v-i icex interest and the organization of a self-governing 
DTAMAots. system of rural credit may be mentioned as two of 
the advantages which co-operation has brought to the rural population. 
A large amount in the aggregate has also been saved by members, which 
would have otherwise been spent on unproductive purposes. Practical 
training in business matters and the acquisition of a sense of independence 
are other advantages which cannot be expressed in statistics. Where the 
movement has developed well, there has been a general reduction in the 
rate of interest charged by the money-lender, a benefit which is shared 
by non-members as well. 


208. Defects and Remedies .—A co-operative society is a democratic 


Selection or Me m - 
BEKS. 


institution and can work well only when conducted 
in a democratic spirit. This presupposes that 
members, whether literate or not, are able to select 


and control the managing committee, can understand co-operative 
principles, and are free from factious spirit. To the extent that 
these elements are wanting, supervision from outside—a question with 
which we deal below—is necessary. W r e need hardly point out that the 
success of the movement depends in a large measure on the judicious 
selection of members and the steps taken to educate them in co-operative 
principles. At present, careful selection of members is not universal; 
those that are most in need are naturally the most anxious to join 
co-opeTative societies and are admitted as members. If they become 
defaulters and are found to be undesirable in other ways, the credit of 
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the whole, society suffers. We would, therefore, suggest that this 
essential step of a proper selection of members should ever be borne 
in mind by those responsible for the management or supervision 
of societies. Another important requisite is that the members of 
a society should know oue another intimately and exercise, close 
mutual control over one another’s dealings. To secure this, it is 
in our opinion necessary to see that membership does not become 
unwieldy. 

209. Equally important, if not more, is the work of educating 

Oo-opeeativ li members in the principles of co-operation. This 

Education. work is entrusted at present, to a large extent, to 

honorary organisers, though latterly the branches of the Bombay Pro¬ 
vincial Co-operative Institute, the central educational and propagandist 
body, have also come into the field. Useful as the services of honorary 
organisers have been, they cannot be expected to have the time to attend 
to the systematic a duration of members. The activities of the Institute 
in this direction are also confined at present more or less to the training 
of members of managing committees. This, however, is not enough. 
Attempts must be made to teach every member of a co-operative society 
not only his rights and privileges but also his duties and responsibilities. 
This should be undertaken by the Institute, assisted by the trained staff 
of the Co-operative Department. The Instit ute is handicapped for want 
of funds, the Department by shortage of staff. If the movement is to be 
successful, too much attention cannot be devoted to the patient and 
persistent education of the members of co-operative societies in the 
principles and meaning of co-operation. We would, therefore, reiterate 
the recommendation of the "Royal Commission on Agriculture that the 
co-operative movement has a claim on the resources of Government for 
expenditure on such education. 

We have stated above that the progress of a society depends, in a large 
measure, on the personnel of the managing committee and on the 
control which the general body of members is able to exercise, over it. 
Where the general body is composed of illiterate members, such control 
tends to be inefficient, leading in the end to deterioration. We heard 
complaints about the inefficiency of managing committees of rural 
societies and about the factious spirit prevailing in some of them. Here, 
again, the remedy lies in education. It is only when members understand 
their responsibility and the implications of their voting power that 
better managing committees will be elected. 

210. Inelasticity, dilatoriness and inadequacy axe the three charges 

w most frequently levelled against co-operative 

Statements. mdit finance. As regards the first, it is obvious that the 
co-operative system cannot be made as elastic as the 
sowear’s who has absolute discretion as regards the disposal of bis funds. 
In the case of co-operative societies, on the other hand, certain formalities 
have necessarily to be observed, Their system of working should not, 
however, be rigid and should be such as can be understood and followed 
without difficulty by a population Dot very conversant with business 
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practice. To remedy ibis defect, it is necessary to introduce the normal 
credit system in all the societies. This system requires a society to fix 
the credit limit of each member in advance of the season and make 
arrangements for securing the necessary finance in time. It is one of 
the important duties of the supervising and inspecting authorities to 
see that these credits are fixed by the societies at the proper time and 
sanctioned by the banks without delay. If this is done, members are 
assmed that the necessary finance "will be made available, so long as tbe 
society conducts its affairs properly and complies with the conditions 
governing the credit. As 'the credit limits of members are fixed at a 
general meeting, they are enabled to secure adequate finance and to 
exercise a check on one another with regard to borrowings. The 
Provincial Bank and some well-managed district central banks are 
paying proper attention to the preparation of normal credit statements. 
We suggest that every central bank should take special care, through 
its inspectors, to attend to the proper and timely preparation of such 
statements by its constituent societies, so that in course of time prompt 
and adequate finance may he secured for members through the agency 
of co-operative societies. 


One reason for the delays that occur in granting loans is that in some 
areas,, the societies are not expected to send, their applications to the 
central bank until they have recovered the dues during the current 
season, and the central bank is disinclined to allow any fresh credit 
unless the current year’s instalments due hy societies have come in. 
Such a procedure seems wholly unnecessary. The societies may be asked 
to send their applications well in advance of the time when they require 
the loans. The bank should immediately proceed to sanction the credits 
-ox loans, subject to the condition that the amount will not be allowed to be 
drawn unless substantial progress is shown in the matter of recoveries. 

211. As regards inadequacy, the maximum limits fixed under the 
bye-laws are sufficient for a majority of the 
pecul its. members, but there are bigger landholders who 
require larger amounts and in times following a year of scarcity when 
people are unable to repay their loans, higher limits are also necessary 
even for ordinary landholders. Provision for fixing special limits in 
such cases with the approval of the Assistant Registrar or the Registrar 
is made in the bye-laws, but it is not always availed of. If normal 
credit statements are prepared systematically in general meetings, as 
suggested above, members with large holdings can apply for such special 
limits, and in order to reduce delays in the sanction of such limits we 
recommend that, in suitable cases, such limits should be assigned not 
only for one year as at present but for a period of three years. 


212. We would point out one serious defect in the present system of 
advancing loans. We find that such loans are 
mexts. generally given to members m one lump sum. 

Obviously, when a member receives the full amount 
a long time before the whole of it is needed by him, there is bound 
to be some wastage. Loans ought to be advanced as and when 
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required by the member concerned. The best system would be the one 
followed by several societies affiliated to some branches of the Provin¬ 
cial Co-operative Bank, such as the one at Islampur or Skirpur. These 
societies make advances to their members in instalments by means of 
cheques drawn against the societies’ current account with the branch. 
The advantage of this system is that a member does not get at any time 
more money tlian ho actually requires at that time and lie also becomes 
familiarised with the use of cheques. We recognise that this system of 
payment of loans by cheque can be introduced only in places where 
communications are satisfactory and where there is a bank or its branch 
within easy reach of the village societies, but we hold that there should 
be no insurmountable difficulty in the way of societies advancing loans 
by instalments. 


213. The present model bve-laws do not make anv clear distinction 


Short-term and 
Long-term Finance. 


between short, intermediate and long-term loans- 
Under one bvc-law, loans are allowed for different 
periods not exceeding five years, while under another. 


loans for the liquidation of old debts or for land improvement can 


be given for periods not exceeding ten years. The loans under the 
former bye-law are usually advanced on the security of two sureties and 
under the latter on the possessory mortgage of immoveable property. 
We suggest that in the bye-laws as Well as accounts, short-term, 
intermediate and long-term loans should be clearly distinguished. The 
first class of loans will be “crop loans” required for a period not 
exceeding what is necessary for raising, harvesting and marketing the 
crop, the second will be loans for a period not exceeding five years 
and the thud for a period exceeding five years. If this is done it will 
be easier for central banks to raise funds from the Imperial or other joint 
stock banks by pledging paper of the first kind, 

214. Whether it is desirable to start separate societies for big land¬ 
holders or to include them in the ordinary' village 
LAKDHoirons^ 031 M< * cre dit societies is a question that, has often been 
raised. On the one. hand, the inclusion of such 


landholders in the village society enhances its credit and the. 
society is also able to secure the. services of men of good status 
and education to look after its management. On the other hand, 
such landholders are likely to have too powerful a voice in the 
management of the society, which might then lose its democratic 
character, and unless the landholders are imbued with the spirit 
of public service, they may feel inclined to take advantage of their 
position and appropriate a large part of the society’s funds to themselves. 
If they default, the whole society suffers, the amounts borrowed by them 
being large. Irr some tracts, as in Gujerat, the terms and conditions on 
which loans are advanced by village co-operative societies may not be 
suitable for big landholders, or they may themselves hesitate to assume 
unlimited liability and pledge their large assets for a number of persons 
with small, means and poor assets. In Sind, the experiment has been 
tried, with success, of starting separate zemindar i faluka or district banka 
on a limited liability basis for big landholders. We suggest that similar 
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societies may be organised in the Presidency proper in tracts where there 
is a fairly large number of big landholders. Where their number is small 
they should, if properly qualified, be enrolled as members of the village 
credit societies. 

215. So long as the majority of members of a society continue to be 

illiterate and incapable of exercising an effective 
svpebvision. check over the managing committee, regular 
supervision by some outside body is necessary. The control of the 
Co-operative Department is at present chiefly confined to audit, that of the 
central bank to the examination of assets and normal credit statements 
and to the distribution and, in some cases, to the use and recovery of loans, 
The supervising union composed of representatives of affiliated societies, 
•with a nominee each of the Co-operative Department and of the central 
financing agency on its managing committee, is best suited to exercise 
the supervision just referred to, Its effectiveness as a controlling agency, 
however, depends upon the co-operative spirit of the members of the 
co mmit tee and especially on the efficiency of the supervisor. 

We t hink that greater care ought to be taken than is now exercised 
as regards the selection- and training of supervisors, and that such 
selection should be subject to the approval of the district federations of 
unions that are being formed now. It will be desirable to form a district, 
or if possible, a, divisional cadre of supervisors, under the control of the 
district or divisional federation as the case may be, who should have 
the power of transferring and promoting the supervisors in consultation 
with the unions concerned. The better prospects that the federation 
will be in a position to offer would allow a better class of supervisors 
being selected and lead to greater efficiency. 

216. Wo find that some societies have deteriorated and that some had 
actually to be cancelled, as the banks refused to 
advance them loans owing to the default of a large 
number of their members, though others might 

have paid their loans punctually. It is true, theoretically, that for 
the good working of a society, corporate responsibility has to be enforced, 
hut, in our opinion, in the present state of development of the move¬ 
ment, this principle need not be enforced too rigidly. The difficulty is 
that the good members of the society have to suffer for the default 
of the majority. The defaulters ought not to get any more finance and 
ought in the end to he dismembered, but banks should advance, under 
proper safeguards, the amounts required for financing good members. 
The banks may make such advances only if they are satisfied that due 
action has been taken by the society against the defaulters. It is true 
that such finance, if unregulated, may prove to be a danger, but as 
part of a policy of rectification and consolidation it has everything 
to recommend it. 

217. Closely allied to the problem of defaulting societies is the 

question whether a society should be cancelled if it 
Suspension of is being mismanaged, or whether, after the 
Societies. mismanagement has come to light, there should be 

some intermediate stage before its liquidation. At present, the only 
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step that, the Registrar of Co-operative Societies can take, besides 
giving advice or warning, is to order an inquiry and to get the cost of 
the inquiry recovered from the persons responsible for the mismanage¬ 
ment. If matters do not improve, a liquidator is appointed to 
wind np the affairs of the society, and it is eventually cancelled. Good 
members suffer with the bad, and the former lose the benefit which 
they may have derived from the movement and have again to fall back 
on the soiocar. We think that the supervising union as the local 
controlling authority should have the power, with the consent of the 
Registrar, to suspend a society when it is not working properly and 
to entrust the management to a suitable person or persons for a 
definite period not exceeding two years. If the desired improvement 
takes place during that period, the society may be ordered to be 
reinstated. Otherwise, it may he ordered to be wound up, 

* 

218. We find that during the last few years, the Co-operative 
Department has followed a policy of consolidation 
&Ew°Soorewas N OF and improvement rather than of expansion, with 
the result that the increase in the number of 
agricultural credit societies, during the last two years, has been only 295. 
It seems to us that the time has now arrived when the organisation of 
new societies may be taken up again at suitable places after careful 
preliminary inquiry. The policy of rectification will have to be 
continued for some time to come, but this work is not incompatible with 
the starting of new societies where conditions are favourable. Owing 
to the limited staff at its disposal, which was unable to cope with the 
increasing number of societies, the Co-operative Department was justified 
in following a cautious policy, and using what staff it had mainly in 
improving existing societies rather than leaving them alone and regis¬ 
tering new ones which could not have been properly supervised. 
A policy such as this may be good for a short time, but its continuance 
over a period of. years can hardly be justified. There are, in the 
Province, many areas in which new societies can he organised after 
necessary preliminary inquiries. No fears need be entertained 
that when started the ne.w societies will lack financial facilities because, 
as we shall see later, there are at present ample resources available at the 
disposal of the co-operative movement which, it is expected, will 
expand in response to its demand for funds. In the selection of areas 
and in the essential steps of selecting and educating members, caution, 
in our opinion, is necessary, for it need hardly be emphasised that it is 
better to have a smaller number of strong and efficient societies than a 
larger number of weak and inefficient ones. Subject to this condition, 
however, we strongly urge that, with all the ordinary safeguards, 
more societies may now he organised wherever the ground is ready for 
them. It is true that an increase in staff will be necessary, for without 
an adequate staff, it will not be possible, to arrange for general 
supervision or audit, but we think that in the interests of the 
agricultural population Government ought not to grudge the additional 
expenditure that may be necessary. 
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219.. The utility of a co-operative society is to be considered from two 
points of view ; the financial facilities that it can give 
Thkift and Savings, and the opportunities for savings and investment 
that it affords. For the purpose of encouraging 
savings in the Presidency proper, reliance has, till very recently, been 
placed almost entirely on deposits. In very few societies, however, 
the deposits are voluntarily made by members, a large part of the 
deposits figuring in the annual returns as members’ deposits being 
compulsory deposits deducted at the time of advancing loans. Members 
now understand the desirability of such compulsory savings and consider 
that deduction from loans is _ the most convenient way of effecting 
savings. It is true that in the case of the co-operative society the amount 
deducted is credited to the borrower’s deposit account and is not appro¬ 
priated by it, as is the case with the money-lender, hut the system resembles 
the system of discount deduction followed by the ordinary money-lender, 
and ought not, in our opinion, to be continued longer than is absolutely 
necessary. Compulsory deposits are usually five to ten per cent, of the 
loans advanced and are fixed for periods varying from five to ten years 
and are, in the case of many societies, not demanded back unless’a 
member resigns or dies,' In a way, such deposits appear to have 
discouraged voluntary deposits as the capacity of an average member for 
savings is usually fully 'taxed when, compulsory deductions are made. 
In our opinion, the share system would be a better method for 
encouraging thrift than such compulsory deposits, provided the share 
money is collected at the harvest time, as is now being done in Sind 
where the system prevails almost throughout the province. Even when 
a system of instalment shares is introduced, the need for voluntary fixed 
deposits remains, and members of societies should he encouraged to make 
such deposits. At the same time, the societies should make proper 
arrangements to see that these deposits, when they mature, are paid oft 
punctually, if required by the members, as it would otherwise be 
difficult to induce them to entrust their savings to the societies. 

We find that efforts have been made, since 1923 to introduce the system 
of savings deposits but it is only in very few villages that it has been 
introduced so far with success. It would be a great encouragement to 
people to save if some means of keeping their temporary surplus near 
at hand were available. We, therefore, recommend that efforts should 
be made to introduce this savings deposit system in all well-managed 
societies, especially those situated near a bank or its branch, where 
they can deposit the bulk of such deposits and make withdrawals when 
needed to meet members’ demands. 

220. For many years after the co-operative movement was started in 
this Province, attention was specially directed towards 
KRAS BiDir. development of agricultural co-operation, but the 
urban side of the movement was not altogether neglected. It was natural 
that the co-operative system as developed in this Province should cater 
to the needs of agriculturists rather than those of small artisans and 
traders. The co-operative form of organisation is however, as suitable for 
the finance of small industries and trade as for the finance of agriculture. 

mo y 5—1 III 
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During the last ten years, urban credit baa made good progress in this 
Province and has attained considerable success in several centres. 
Co-operative urban hanking has a greater significance anduae in India than 
in western countries for, as has been pointed out elsewhere, in the taluhx 
and bazar towns, the Imperial or joint stock banks are almost out of 
the field, and the only form of organised hanking that can be established 
in such places is co-operative hanking. Even in big urban areas like 
Surat, there is considerable and increasing scope for co-operative banks. 
Persons who cannot be financed by other hanks can and do go to urban 
banks. 

These urban societies work on the principle of limited liability, 
and societies with a working capital of more than Rs. 50,000 are classified 
as urban banks. They finance local trade and crafts and give modern 
banking facilities of all kinds. The policy followed by the Co-operative 
Department in the Province is to multiply such banks until a very 
large volume of modern business outside presidency towns is done 
through co-operative hanks run for and by the people themselves. 

On the 31st March 1929, there were 535 non-agricultural credit societies 
(including urban banks) with a membership of 1,71.820 and a working 
capital of Ra. 2,91,71,528. The share capital and members’ deposits were 
Rs. 63,78,446 and Rs. 1,51,27,702, respectively, _ and loans outstanding 
amounted to Rs. 2,15,10,469. In the city of Bombay alone there were 
as many as 166 such societies with a membership of 72,726 and a 
working capital of Rs. 112 lakhs. The turnover in non-agricultural 
credit societies is quicker than in agricultural societies, and advances 
during the year 1928-29 amounted to Rs. 249 lakhs and recoveries to 
Rs. 230 lakhs. The proportion of overduea too was lower, arrears 
amounting to Rs. 24 lakhs against Rs. 215 lakhs, the total outstanding 
loans for this class of societies. These societies depend mainly on their 
own resources for funds, and borrowings from central financing agencies 
stood at under Rs. 9 lakhs at the end of the year, representing only 
3 - 7 per cent, of the aggregate working capital. 

Urban societies can roughly be divided into the following four classes:— 

(1) Societies which aim at doing banking business in general, 
particularly for traders, entrepreneurs and artisans. 

(2) Societies for salary-earners. 

(3) Societies which meet the needs of all classes in urban areas 
working on a scale smaller than those covered by (1) and content to 
work as simple credit societies in comparatively smaller areas. 

(4) Societies organised for special purposes or special classes, such 
as thrift societies, educational societies, debt redemption societies and 
communal societies. 

221. From the point of view of banking, the societies under clause (1); 
t are the most important societies. There are 

kban a mss. 70 urban banks in the Province with a working 
capital of nearly Rs. 2| crores. The idea of having one people’s bank in 
each taluka has now been almost realised in some parts of the province 
such as the Kamatak. These banks do all kinds of banking business, that 
is, give loans, credits and overdrafts, and discount bills. They command. 
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■good credit and have raised a large amount of capital locally. The 
definite aim of these banks is to try to do for the small trader and the 
small merchant what the bigger banks are doing for the big trader and 
the big merchant. In the development of urban banking on sound lines, 
what is required is proper supervision and technical advice. It must he 
remembered that co-operative principles have a more intimate bearing 
•on the productive employment by co-operative banks of their capital than 
on the methods of raising and banking their resources. We suggest 
that urban banks in the linguistic divisions of the Province should be 
federated into divisional unions of the kind already organised in Gujerat, 
and that each union should have a competent officer to work under it 
who can go round to supervise and advise the constituent banks and 
societies. 

A proposal was made to us that urban banks should he allowed to 
finance joint stock concerns. We cannot accept the suggestion as the 
principles of such concerns are different from those of co-operative 
societies and there are risks involved. The needs of such concerns may 
he met more appropriately by industrial banks the establishment of 
which we have advocated in Chapter IS. The question was also raised 
before us as to whether such urban banks should be allowed to admit 
as members and finance men with large requirements. As these banks 
are mainly intended for small men, we think that the claims of such 
men should have' a preference over the demands of bigger men. 
Several banks, however, have ample funds at their disposal after 
satisfying the demands of men with small means, and we see no 
objection, provided there are sufficient funds, to the urban banks 
financing bigger men, especially in areas where banicing facilities are 
not available locally. Provided such financing is not carried on to an 
extent detrimental to the interests of the smaller men, there 
may be some advantage in extending the scope of operation by the 
inclusion of dealings with persons with larger requirements. We know 
that there is a. danger of the interests of the small men being subordi¬ 
nated to those of the bigger men, This difficulty can be overcome by 
fixing the maximum amount which can be advanced to the bigger men, 
and also, by fixing, with the Registrar’s sanction, the maximum limit 
Up to which an advance can be made to any individual. 

Some of the urban banks would like to be allowed to finance co-opera¬ 
tive societies of artisans constituted within the urban areas covered by 
them. Such artisans’ societies are at present usually financed by district 
central banks. The argument in favour of the view that the urban bank 
should finance them is that it is more in contact with the artisans in its 
own area than the district bank with its staff engaged in supervising 
agricultural societies can be. We think that the operations of the urban 
banks should be limited to the financing of their individual members, and 
that the finance of all primary societies, whether agricultural or non- 
agricultural, should be the concern of the district banks. Unless the 
functions of these two agencies are clearly demarcated, there is likely 
to be confusion. 
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There are two directions hi which the business of urban banks could 
be considerably expanded : (1) advancing on the security of agri¬ 

cultural produce, and (2) advancing on the security of gold aud silver. 
A promising beginning has been made by a few banks in advancing on 
the security of produce, but for this purpose godown arrangements are 
necessary and in any case very great care is required for the custody of 
such produce and of the gold and silver pledged as security. Unless the 
banks are satisfied that arrangements can be made for suck storage they 
should not undertake this business. Such banks may require help in 
the shape of loans for construction of godowns and we propose that the 
facilities recommended by us in Chapter VII for co-operative marketing 
societies may be extended to them. 

We fin d from the evidence tendered to us that some of the bigger urban 


banks are locking up their capital in loans on the security of house 
property. Urban banks which are doing work similar to joint stock 
banks should follow the practice of the latter and concentrate mainly 
on short-term business which is required by the class of people whom 
they finance. We would like to utter a word of warning against urban 
banks locking up their funds in loans on the security of houses and 
landed properties, when their deposits are generally for short periods. 
Cash credit accounts with frequent operations and a large turnover 
should be encouraged, 

222. The sphere of operations of salary-earners’ societies is restricted 
, to employees of a certain department, firm, or cor- 
Soc'iEriS. bAT NKRS poration, or certain sections thereof. Usually, such 
societies work well as they are helped by employers 
in the recovery of their dues and of compulsory subscriptions. It is 
obligatory on the members of these societies to pay subscription on a 
scale fixed in tlie bye-laws. A few years after their registration, the 
savings of members aud the reserve fund usually exceed their outside 
borrowings. Corporations or companies which employ them should 
continue to help them as at present by deducting instalments from 
salaries. Salary-earners’ societies, we suggest, should be looked upon 


primarily as thrift societies for collecting and investing safely the savings 
of their members. Credit, when allowed, should be based on the desire 


and ability of members to practise thrift. 

223. Factory-workers’ credit societies also fall within this class, but 


Facts iRv-woS'K EEs’ 
SOCIETIES. 


they constitute a very different problem. For cotton 
spinning and weaving mills, Bombay aud Almicdabad 
arc the centres. On the 31st of March 1929, there 


were 64 millworkers’ societies in Bombay with a membership of 3,853 
and a working capital of Its. 1,30,404. Co-operative work is carried ou 
either by the Social Service League or by some millagents interested 
in welfare work. The bulk of the factory workers is still outside the 
co-operative movement. The main difficulty in the way of organisation 
is that the men are ignorant, illiterate and are not permanently settled 
in Bombay and do not stick to one mill. "What little savings they 
make in Bombay they remit to their native places for the maintenance 
of their families and for repaying old debts. The principle of basing 



credit on savings can, therefore, hardly be applied in their case, and their 
societies are hence more of the nature of loan than of thrift societies. 
The factory workers still continue to be very much in the hands of 
sowars and marwari traders and only service the societies render 
to them lies in securing them funds for domestic expenses. 

224. The depressed classes arc to be found in towns, where they find 

Societies toe work on monthly or daily wage, or in rural areas 
cepbessed classes. where they are often vMandars cultivating their own 
small parcels of land, following their traditional vocation such as dealing 
in skins and hides, or working as field labourers. Their financial condition 
is generally very unsound, so that when they have to borrow, 
as they often have to do, they have to pay an exorbitant rate of interest 
to their creditor, who is often a marwari or a Pathan. In rural areas, 
members of the depressed classes are generally admitted as members of 
village credit societies and we do not think it is necessary to organise 
separate societies for these classes, except when the men are engaged 
in some industry such as leatherwork or weaving, for which special arrange¬ 
ments in respect of finance are required. When there are distinct groups 
of such workers, separate industrial societies may be started on the lines 
of other artisans’ societies. Ordinarily, such of them as have the neces¬ 
sary credit should be admitted into the village credit societies and should 
be provided with finance like the members of other communities. Special 
societies may also be necessary in urban, areas for persons belonging to- 
these classes who constitute distinct, groups by reason of their being 
engaged in some particular trade or industry. But the problems of 
organisation, management andfinance in their case present serious difficul¬ 
ties, and the best course for them will bo to seek admission to urban peoples 
banks, the doors of which ‘are open to all classes of the community. 
Where large numbers are engaged in the service of a public corporation, 
the public body may be induced to start a co-operative society to which 
these men should be freely admitted as members. Such co-operative 
societies organised on the model of the salary-earners’ societies have 
been found to be of great benefit to these people, but to be successful, 
the societies must receive the sympathy and support of the public body 
employing them. It is only in such cases that the loans advanced by a 
co-operative society can be recovered with ease by deductions from 
their monthly salary. When no such help is received from the institu¬ 
tion concerned, or when societies pre formed on a residential basis, 
arrears are apt to increase and the societies often fail. This has been 
the experience in another but in a somewhat similar direction, 
of the nineteen debt redemption societies for depressed classes 
formed in Bombay sixteen years ago. JVIqst of these societies have had 
to be wound up. The failure of the societies was mainly due to the 
illiteracy, ignorance and want of a sense of duty and honour on the part 
of the members. Until character and business habit develop, it is 
necessary that the organisation of societies for these classes in urban 
area' should be confined to servants of public or private bodies which 
are willing to assist in recovering the loans by making deductions from 
the members’ salaries. 
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225. An important feature of the co-operative movement in 

this Province has been the development of sale 
Co 'g^^ iTITE organisations, especially the cotton sale socie- 

Li ties. We discuss in Chapter VII the important 

questions affecting this organisation. Here we shall deal only 
with the subject of finance by saLe societies. We think that, as a 
rule, a sale society should make no advances to its members except on 
the security of goods brought to it for sale. For ordinary cultivation 
expenses, the member must look to the co-operative credit society for 
finance. Even for the expenditure that may be necessary during the 
process of marketing;, it is the credit society which should ordinarily 
supply the necessary funds. There would, however, he no objection to 
the sale society making an advance for this purpose, provided this is 
done in consultation with the credit, society. It would also be to the 
benefit of all concerned, if some arrangement were made by which the 
credit society would see that the produce of its members is sold through 
the sale society, and the sale society should see that the sale 
proceeds of a member’s produce arc first, credited to his account with 
the credit society in payment of any loan he may have taken from such 
society. 

226. Land improvement societies undertake joint works of improve¬ 

ment, such as the erection of dams across streams, 
mjdk'wSooo-hkh!' h 01 tf ie fencing of large areas of land belonging to 
different, persons. There are 24 such societies in 
the Province, which have been able to do vert’ good work. The fencing 
societies constructed, during the year 1928-29, twenty-five miles of wall 
or wire-fencing, and the total area which has thereby been protected 
from the ravages of wild animals is 8,436 acres. Such societies generally 
receive loans from Government for land improvement. We think that 
the policy of Government loans should be continued until land mortgage 
banks are started which can take over the work of financing these 
societies. 


There is, however, a great obstacle in the way of any development of 
this useful co-operative activity. Unless all the owners of land which are 
likely to benefit by an improvement of this character agree to combine, 
the whole scheme is held up. The question has been raised as to whether, 
in the interests of agricultural development, such persons should not be. 
compelled to join the society. We think it is necessary to give power 
under the law, to compel the minority to join such a scheme and to 
contribute towards its expenditure and maintenance, but such steps 
should be taken only when 75 per cent, of the holders of land owning 
at least three-fourths of the land falling within the land improvement 
scheme agree to combine and form the society. 


227. We have 

Prospects of 
C o orEEiTivr Socie¬ 
ties. 


pointed out in the earlier part of this Chajiter that a 
little over 10 ■ 7 per cent, of the agricultural popula¬ 
tion of the Province has now been brought within 
the co-operative movement and that the advances 
repayable by members amount to nearly Its. 311 


lakhs. The amount actually advanced was about Rs. 171 lakhs. 
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to which may be added about half a erore outstanding on account 
of some intermediate credit allowed in previous years. In 
Chapter V, the financial requirements of the agriculturists for their 
current needs have been estimated at about Rs. 32| crores. • The 
co-operative movement, therefore, provides about 7 per cent, of the 
finance required for this purpose. Though the movement started later 
in the urban areas, it has made good progress and banking facilities 
are now available in many of these areas where they were not to be had 
before through organised banks of the modem type. However, both 
in the matter of rural and urban finance, the ground covered is 
-comparatively small and there is much room for further progress. We 
have pointed out in various sections the steps which are necessary for the 
further expansion of the movement. We have suggested the formation 
of new societies in selected areas, the extension of the system of 
. special limits of loans for individual members of existing societies, the 
reduction of formalities, the organisation of better supervision and the 
provision of arrangements for the training of members in co-operative 
principles. We have also pointed out certain defects, the existence of 
which retards the progress of the movement. The task before the co- 
operator is how to eliminate these defects and at the same time to educate 
the, borrower into a state of economic efficiency which will enable him 
to take the utmost possible advantage of the new credit machinery. 
The cultivator is accustomed to go to a man who is both a financier and 
a commission agent for the sale of his goods. The co-operative banks, if 
a little elasticity in the working of their machinery is permitted, and if 
they open their branches in the tahtJcas as suggested later, can perforin 
several of the functions hitherto monopolised by the smvmr. Co-opera¬ 
tive societies have one thing in their favour as against the joint stock 
banks, that they not only tap local capital but utilise it in the local area. 
Thus their working is not open to the objection which is often raised in 
connection with the operations of the Imperial Bank of India and 
joint stock banks that the} 7 deplete the local areas of their capital for 
the benefit of the huger urban centres. 

With the spread of education, and under proper guidance from a 
trained and increased staff, there is little reason why the movement should 
not advance at a growing pace. There is no difficulty about raising funds; 
the difficulty lies in seeing that the funds which the public have 
placed at the disposal of the movemeut are properly utilised aud that 
nothing is done that will shake public confidence. 


928. As pointed out at the commencement of this chapte 


CiSjTRAL S'lNANO- 

tng Agencies. 


central banks have been started, in various districts, 
to raise local capital and make it available for 
advances to affiliated co-operative societies. The 


policy of having a local bank for each district was initiated in 1916. 


Before that year the financing of co-operative societies all over the 
Presidency proper was mainly in the hands of the Bombay Central 


(now the Provincial) Co-operative Bank. It was, however, not before 


the year 1920 that the- policy of entrusting to the local central 
bank all responsibility for finance within its area was systematically 
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followed. There are now in existence 19 central banks, the financial 
position of which on the 31st of March 1929 is shown in the following 
table 

Rs. 

Share capital . . . . . • 29,05,674 

Reserve Fund .. .. • - 4,41,502 

Deposits .. .. . - 2.18,42,352 

Working Capital .. • ■ 2,05,58,230 

Loans due from societies . . .. 1,57,00,831 

Eighteen of these banks have both societies and individuals as 
members, and there is one banking and supervising union composed of 
societies only. The banks in the Presidency proper are all affiliated to 
the Bombay Provincial Bank with which they have regular business 
relations, while for the province of Sind, the Sind Central Bank is the 
apex bank. The Sind Central Bank is itself connected with the 
Provincial Bank in Bombay, like central banks in the Presidency proper. 

The liability of these hanks is limited and they raise funds by shares, 
loans and deposits, and may arrange cash credits with the Provincial 
or joint stock banks. Loans are advanced only to societies. Some¬ 
times, an exception is made, with the permission of the Registrar, and 
individual members of banks are given advances against the deposit of 
goods, or overdrafts against their fixed deposits. The banks maintain a 
staff of inspectors whose duty it is to examine the statements of assets and 
normal credits, to watch over the use of loans and the progress irt 
recoveries and to keep the hanks in touch with the working of their 
affiliated societies. The efficiency of the staff varies from bank to 
bank, but though the standard of efficiency is rising, there is much scope 
for further improvement in several banks. Like the Provincial Bank, 
some central banks have also opened branches at taluka towns in their 
jurisdiction. The number of such branches is 26. The total number 
of primary societies affiliated to the banks was 3,824 and the amount 
outstanding at the end of the year 1928-29 was Es. 1,57,60,831. 
Advances made during the year amounted to Es. 1,08,64,080 and 
recoveries to Es. 1.21,88.197. The rates of interest vary from 4 to 7 
per cent, for deposits and from 7 to per cent, for advances. Most of 
the banks have been able to secure adequate capital by inspiring 
confidence among the investing public. Few of them, however, have 
been able, latterly, to utilise fully, within their districts, all the funds 
raised by them. 

229. The Bombay Provincial Bank, which is the apex bank for the 
Province, was registered in 1911 undeT a special 
i 'kovinctal agreement, with the Government of Bombay. As 

Co-ojerahve Bank, there were no central banks at the time in existence 
in the various districts, the area of the Bombay 
Central Bank extended all over tire Province. After 1920, when the 
formation of district central banks became an integral feature of the 
financial policy of the Province, such central banks were organised for 
many of the districts, and in 1923, the name of the Bombay Central Bank 
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was changed into the Bombay Provincial Bank. It performs the role 
of an apex hank for areas where district hanks are in charge of the 
financing of societies, and for other areas continues to have dealings 
with primary societies mostly through its branches. There is, 
however, no overlapping or competition between the two financing 
agencies in any one area. 

The membership of the Provincial Bank is open both to individuals 
and co-operative societies, including central banks. Its membership 
at the end of 1928-29 consisted of 738 individuals and 1,375 co-operative 
societies. The profits of the bank after the payment of a dividend of 
six per cent, to the shareholders are to be shared equally between 
the members and the borrowing societies. This arrangement tends to 
reduce the rate of interest on loans whenever excess profits are earned. 

The following table shows the financial position of the Provincial 
Bank as on 31st March 1929 :— 


Rs 


1. Share Capital 

2. Reserve asp other Funds 

3. Deposits— 


12,74,350 

5,64,054 


Rs. 

Individuals .. 53,78,057 

Societies and Ba nk- 91,74,564 

- 1,45,52,621 

4. Working Capital ■ ... 1,84,46,486 

Under its agreement with the Secretary of State for India in Council,, 
the Bank is authorised to issue debentures up to a maximum amount 
of Rs. 20 lakhs provided that the amount, of issued debentures at no 
time exceeds thrice the paid up share capital. The rate of interest is 
4 per cent., payable half-yearly, and this is guaranteed by the 
Secretary of State until the debentures are redeemed. The maximum 
period of redemption is 42 years and the minimum 28 years. A sinking 
fund is created before the profits are arrived at, the contribution 
varying from 1 to 2 per cent, of the amount of debentures outstanding. 
The total amount of debentures subscribed was Rs. 7,80,000 on 31 at March 
1929. The fourth series of 500 debentures specifically earmarked for the 
purpose of making advances t.o co-operative land mortgage institutions 
has been issued very recently, and out of this series, Government have 
taken up Rs. 2 lakhs worth of debentures at 12 per cent, discount and 
have further agreed to take up the remaining 3 lakhs, at rates to be 
settled when money is actually paid. Another interesting feature of the 
Bank’s working, as mentioned in Chapter VI, is that it acts as the 
agent of Government in distributing advances to co-operative societies 
and their members under the Land Improvement Loans Act. The total 
amount of such advances stood at Rs. 4 - 83 lakhs at the close of the 
year 1928-29. 

The Bank deals both wdth primary societies and central banks. The 
number of primary societies financed is 1200 and all except 127 of these 
societies transact their business with the bank through its branches. The 



Relations of the 
Provincial and 
■Cbnxbal Bank®, 


-outstanding loans amounted to Rs. 06 lakhs out of which 56 lakhs 
represented outstandings with primary societies. Only Rs. 3'59 lakhs 
-out of this amount were advanced by way of long-term loans. 

230. The Provincial Bank has no powers of control or supervision 
over the central banks except what it may exercise 
as a condition attached to the grant of finance. 
For all practical purposes the control or super¬ 
vision exercised at present may be taken as 

non-existent. 

The Provincial Bank serves as a true apex bank for the inland exchange 
business of all co-operative institutions, including central banks in 
the Province. It algo gives to central banks, as it docs to other 
co-operative institutions and the Department, expert banking advice, 
whenever asked for. It serves as' the connecting link between the 
co-operative movement and the general banking world. 

The Provincial Bank with its efficient staff has been a potent factor 
in the development of the movement on sound lines, especially in the 
tracts where it finances societies direct. It has also been helpful to district 
central banks in offering advice and guidance, whenever these are 
asked for, but opportunities in this direction have considerably 
diminished in recent years owing to the fact that most of the district 
hanks have become independent of the Provincial Bank in the matter of 
finance and avail themselves of it chiefly for depositing their surplus funds. 
The Registrar, in his last annual report, has pointed out the danger 
which the policy of isolation followed by- the district central banks entails. 
We agree with him in thinking that there should be much more co¬ 
ordination between the Provincial Bank and the central banks and for 
this reason we suggest in paragraph 233 the formation of a committee 
under the aegis of the Provincial Bank. 

231. As regards the areas in which the societies are directly financed 

by the Provincial Bank, the ultimate policy should 
Provincial Ba°nk THE ke to ,JVolv( ’ a banking union out of every one of its 
present branches and for the Bank itself to serve as 
an apex bank for the Province. The Provincial Bank should have 
considerable powers of control over the banking unions, particularly in 
connection with the selection of staff and the determination of 
the general financial policy. A beginning may be made by changing the 
constitution of branch advisory committees so as to convert the advisory 
committees into local boards of directors, empowering them to 
advance loans up to a fixed maximum amount for a single society. 
A separate book reserve may also be created for the area. The next 
step will be the conversion of the branches into hanking unions. 
This may be made dependent upon two conditions, first, that the union, 
with the assistance of the Provincial Bank, should be in a position to 
give the same facilities to the constituent societies as are obtained by 
them at present, and secondly, that two-thirds of the societies in the area 
should agree to the conversion. 
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We think that the business of the central banks will develop satis¬ 
factorily if they follow the good example set by the Provincial Bank and 
start branches in the different tahikas. As mentioned above some banks, 
have already embarked on this policy and the results of the working 
of their branches are as encouraging as the experience of the Provincial 
Bank in this respect. The opening of branches enables the banks not 
only to come in more direct touch with the societies, but also to meet 
their needs adequately and promptly and arrange for proper inspection. 
A branch can become, as many of the branches of the Provincial Bank 
have already become, the co-ordinating agency for various co-operative 
activities in the taluka, educational and economic. The central banks 
are the pivots of the movement on its financial side in the district, and 
hence the development of the societies in their charge depends upon 
the way in which they discharge their duty by responding to the finan¬ 
cial needs of these societies. It is, we hold, incumbent on every central 
financing agency to make a systematic study of the financial requirements 
of members of their affiliated societies, to gauge their requirements for 
agricultural and other necessary purposes and to evolve a policy of 
finance suited to the varying demands of different tracts served by them.. 
In the task of evolving such a policy, the assistance of trained agricultural 
or economic experts will be invaluable, but the ultimate responsibility 
will rest with the financing agency itself. The value of a central bank’s 
service in this respect will depend largely on the efficiency of its inspecting 
staff, and hence the training and proper selection of inspectors are, in our 
opinion, as important as the method of recruitment and qualifications of 
the office staff. 

232. A proposal was placed before us in Sind for the centralisation of 
all co-operative finance in one institution either for 

Cibnibjvusa t i o ir w } i0 j c Province including Sind, or, if that were 
Banmxg. not feasible, m two institutions—one for the 

Presidency proper and another for Sind. Briefly, 
the proposal is that there should be one Central Bank for the whole 
Province with branches in the various districts, and, wherever necessary, 
in taluhas. The present district banks and their branches should be 
merged into branches of the proposed Central Bank. Such centralisation 
at present exists in the case of land mortgage credit in this Province, 
and we have, in Chapter VI, recommended that it should so continue, but 
that the centralised institution should be different for this purpose from 
the present Provincial Co-operative Bank. 

The advantages claimed for the centralisation of co-operative finance 
are that the credit of the central institution being appreciably higher, it 
will be, able to raise capital at a cheaper rate than separate, district 
institutions and that it will be able to maintain a better staff and exercise 
a stricter control. It has been argued that such an institution will be 
able to introduce new developments which it is not possible to embark 
upon in the present circumstances. Although there is much force in 
these arguments, we do not favour the proposal. Except in a few areas, 
district banks have already been organised and have, in many cases, 
been doing good work for several years past. They hav^, in most cases, 
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been, able to raise sufficient local capital to meet their needs. It will, in 
our opinion, be undesirable to convert these independent institutions 
into branches, and to turn their boards of directors into advisory 
committees. We do not think that the advisory committees will show 
the same interest in the working of the branches of the proposed 
amalgamated bank as the present boards are doing in the case of their 
own banks with great advantage to the general public, and we fear that 
if centralisation is carried into effect as suggested, the whole organisation 
will come to be governed too much from the centre, and will depend 
for its proper working mainly on a paid staff.* 

233. It is, however, necessary that with their increasing business and 
the extension of the field of their activity in different 

Co-ordination of directions, central banks should he in touch with'one 
“Central Banks. another, should have, a unified policy and should 
co-ordinate their work. The Provincial Bank is, as 
the apex bank for the Province, admirably suited to take the initiative 
in this work of co-ordination. We suggest that under the aegis of this 
Bank, a small committee containing a representative of the Co-operative 
Department, one of the Provincial Bank, three of central banks and 
one of urban banks should he appointed. The committee should 
look into all important matters, particularly the training of staff, their 
adequacy and efficiency, the borrowing and lending rates o! the banks, 
mutual arrangements regarding exchange business, maintenance .of 
fluid resources, inspection of central banks and divisional federations of 
urban banks and similar matters of common interest. It should be in a 
position to give expert banking advice to the various banks and see that 
it is followed. 

In this connection, we should like to emphasize that the success of all 
banking organisations within the co-operative movement, the urban, 
central and provincial banks, depends mainly on the efficiency of the 
staff and its thorough grounding in the principles and practice of 
banking, general and co-operative. Though this is a truism, it has to be 
emphasized because co-operative banks, unlike joint stock banks, do not 
always enjoy the advantage of having their operations guided by directors 
possessing knowledge of the world of business and conversant with the 
intricacies of banking procedure. There has been recently, among central 
and urban banks, a welcome tendency to engage trained or qualified 
persons for responsible duties. It will be one of the earliest tasks of the 
proposed committee to prescribe the minimum qualifications for the 
office and field staff as well as to arrange for regular courses of training 
in consultation with the Provincial Co-operative Institute. Whether 
separate provincial or divisional cadres are required for the staff of 
central or urban banks is also a matter to which the committee may 
well devote its attention. 


* Mr. J. N. R. Mehta is in favour of centralisation and of the organisation of branches 
of a central apes bank in the districts, in the place of independent district banks. In 
his opinion, such a centralised institution will be able to raise funds more cheaply, and 
finance societies, both credit and non-credit, more fully than district banks can do. 
Another great advantage, according to him, -would be the possibility of securing a more 
efficient office and inspectorial staff. 
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234. We do not think that it is either necessary or desirable for the 

hanks to co-operate for the purposes of borrowing or 
Co - operation OF lendin S on a provincial scale. Most of the central 
■nnwT -p.tr. Bauks fob. banks have shown their capacity to raise locally 
Uoiuiowino ob a i] the money that they require at moderate rates 
Li-.-r.MKf, of interest. They have gained the confidence of 

the public to such an extent that they get more money than they can use 
immediately within the movement itself. We have also heard no 
complaint that these banks have been competing with one another. 
In these circumstances, we think that the best policy is to leave each 
ba-nkfree to raise its funds locally ip the way it thinks fit, subject to such 
restrictions as may be imposed by the proposed committee. It is true 
that in respect of land mortgage credit, we have recommended the issue 
of debentures only by one central authority, but the analogy does not 
hold good in the case of short-term credit. In the case of land mortgage 
banks, the long-term capital required is large in amount and the field for 
raising such capital is limited. It is, therefore, necessary to raise it 
through an agency in the principal money market, if favourable terms 
are to be obtained. Short term capitaLcan be raised locally, and this, 
as experience shows, the district central banks are quite capable of 
doing for themselves. 

235. As in other countries, the co-operative movement here has 

received certain concessions from Government. 

State Aid. There are various reasons why such concessions are 
necessary. The movement caters to the needs of a 
very important section of the community which, but foT the help rendered 
by it, would remain outside the scope of modern economic organisation. 
Without some concessions however, the movement will find it impossible 
to compete against interests which have been in the field for very many 
years before co-operation was introduced in this Province. The 
constituents of this movement are generally persons of small means 
and the idea of profit-making, as such, is eschewed. An attempt is made 
to render service on terms which just enable the co-operative society to 
meet expenses, including a limited remuneration on capital. 

In the course of their evidence, various suggestions were made by 
several witnesses for the grant of a certain number of concessions in 
addition to those at present enjoyed by the co-operative societies and 
banks. We* examine below some of the more important among those 
proposals seriatim, putting forward our own views and recommendations. 
At present, co-operative societies enjoy exemption from payment 
of income-tax on their profit. It has been urged 
(1) Exe meiiok that the grounds on which exemption from income- 
s»om Sttfer tax. tax i s allowed hold good in the case of super-tax 
also, because super-tax is defined as an additional 
duty of income-tax. The Bombay Co-operative Societies’ Act provides 
for the grant of exemption from payment of super-tax by the issue of 
a notification bj^ the Government of India, and as the original notification 
under the Government of India Act II of 1912, relating to income tax, 
was issued when super-tax was not contemplated, we recommend that a 
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fresh notification be issued as provided for by the provincial law- 
There seems to us to be no valid ground for recovering super-tax from 
co-operative societies. 

The grounds mentioned in support of exemption from super-tax hold 
good also in the case of exemption from income- 
(2) Exe m r t i o n tax on securities. Co-operative banks can deposit 
from Tnc!im£-tax^x or invest their surplus only in certain securities or 
Securities. hanks. It has been represented to us that while 

such hanks are called upon to deposit a certain 
proportion of their funds in Government securities for the purpose of 
fluid resource, it is unfair that such investments should be taxed at the 
source and treated as if the interest earned was income derived from 
business that lay outside the legitimate operations of co-operative banks. 
We see the force of this contention, and as the grant of this concession 
is also provided for by the Bombay Co-operative Societies’ Act we 
suggest that a revised notification allowing the concession bo issued by 
tbe Government of India. 


The suggestion has been made that at selected centres where there are 
no branches of the Imperial Bank of India, the wbrk 
(S) Management of 0 f managing sub-treasuries may be entrusted to the 
Sub-treasuries. branches of the Provincial Co-operative Bank or 
well-managed district central co-operative banks. This, it has been 
argued, will be an advantage both to Government and tbe community 
and will enhance the- status of the co-operative- banks. Though there is 
nothing inherently wrong in this proposal, we would desire co-operative 
banks to develop their own arrangements for agricultural finance and 
raise the efficiency of their own credit organization before assuming 
heavy responsibilities in a field of activity which will not be directly 
helpful in bringing them into close touch with their real customers. 

The proposal has beeu made that the demand drafts of co-operative 
banks or of their branches on the apex bank in 
DRAPM TCASHMEtrT ° F Bombay should, within limits, be honoured by local 
sub-treasuries. At present, payment is made by sub- 
treasuries against drafts received from Bombay. The underlying object 
of tbe proposed arrangement is to reduce delays in the receipt of funds. 
We approve of the proposal, subject to arrangements to be settled in 
advance, laying down terms on which this business would be done, 
and the safeguards to be prescribed. If this arrangement works 
satisfactorily and taiuka treasuries do not experience any difficulties, a 
further extension of the proposal is possible in future. This' may take 
the shape of discounting, on easy terms, short-dated bills of co-operative 
banka, provided the advances are of a self-liquidating nature, and 
made on tbe security of agricultural produce pledged to such banks. 


It has also been suggested that tbe Provincial Bank or well-managed 
(r>) Agency of Cen- district central or urban banks should be appointed, 
tr.vt- Banking Insti- under proper safeguards, as agents of tbe Imperial 
tution. Bank of India or tbe proposed Reserve Bank in 

centres where the Imperial or Reserve .Bank cannot open its branches 
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or agencies. We have, in Chapter XIII, recommended the grant of 
agencies to indigenous bankers on certain terms. If such a scheme is 
brought into operation, other things being eqnal, we wonld give 
preference to approved co-operative banks. 

Until recently Government used to refund to co-operative societies 
three-fourths of the commission on postal money 
(6) Money Ordbb orders when these were employed for remittances^ 
Commission. between societies. This was a valuable and a 

necessary concession, used chiefly for the benefit of 
village societies which could ill afford to pay the heavy money order 
charge for remittances of small amounts to their financing agencies. 
The charge of one per cent, at the time of giving a loan or on its repay¬ 
ment would either seriously afEect the society’s income, or would render 
necessary an increase in the rate of interest on loans to members. It was 
for this reason that the Royal Commission on Agriculture recommended 
the extension, to other provinces, of the concession which was given 
in some provinces, including ours. The concession has now been 
withdrawn in this Province, for reasons of which we are not aware. We 
recommend that, in the interests of the village primary societies, it should 
be restored at an early date. 

236. Co-operative banks and local shroffs give mutual facilities for 
exchange business. When there is no bank nearby, 
Relations wtch co-operative societies deposit their surplus funds 

Agencies'. 5 ' 1 ' with such indigenous bankers with the previous 

approval of the Registrar. The relations between 
co-operative and other banks in this Province may be said to be friendly. 
There is no competition in lending business and the borrowing rates are 
more or less the same, except in the case of the Imperial Bank, which 
usually offers a lower rate in the districts. The classes of business and 
of customers of co-operative and other banks are different. There is, 
therefore, not much competition between them. 

As regards the business relations between the Imperial Bank of India 
and co-operative banks, we find that there is room for improvement. 
We have referred, in the previous chapter, to the alleged competition 
between the two as regards remittance business. This business is valued 
by co-operative banks, not so much for the profit which it brings—for this 
is small—but because it enables them to develop deposit banking, open 
current accounts and allow operations on them by means of cheques. It 
further brings them into contact with the local indigenous bankers who 
generally appreciate the sendee rendered by co-operative banks in 
facilitating the transfer of funds on cheap terms. We wonld desire this 
point of view to be borne in mind, should the Imperial Bank of India be 
inclined to treat co-operative banks as rivals in this sphere of business. 
It was brought to our notice that the Provincial Bank, for the. last twelve 
years, had a cash credit of Rs. 8 lakhs from the Imperial Bank, which was 
not being made much use of but which served as an ultimate fluid 
resource. This was curtailed some two years ago and has now been 
stopped altogether, on the ground that under the Provincial B&nV? 

Sto Y fi— 12 
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debenture trust deed, the trustees have a floating charge on all the general 
assets of the Bank. The Royal Commission on Agriculture, however, held 
the view—and we agree with them—that a simple floating charge on the 
assets, enacted in favour of the debenture holders does not. in the absence 
of special conditions, prevent these assets from being pledged as cover for 
loans from, or overdrafts with the Imperial Bank of India. It is 
necessary for the progress of the co-operative movement that the Provin¬ 
cial Bank, as the apex bank of the whole movement, should have a 
substantial cash credit from the Imperial Bank and we, therefore, suggest 
that the authorities of the Imperial Bank should be requested to 
reconsider their objections in the light of our observations. 
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CHAPTER XII. 

Legislation and Legal Procedure. 

237. It was once said by a Judge in England that the Chancery 
mends no man’s bargains. The truth of the 
The Dekehan Agri- statement is clearly illustrated in the working of the 
~ ISTS Releb1, Debkhan Agriculturists’ Relief Act under which 
although Courts are empowered to go behind written 
agreements they find it difficult to mend them to the satisfaction of both 
the parties and to modify it in the light of such evidence as may he 
adduced before them. The Act was passed in 1879 as a result of the 
agrarian riots in the Deccan, in which several village money-lenders were 
assaulted and forced to surrender to the rioters the bonds and other 
securities held by them. The principal cause of the riots was the burden 
of indebtedness and the oppressive and harsh methods adopted by 
creditors in the execution of decrees. The object of the Act, as stated 
in the preamble, was to relieve the agricultural classes in certain parts of 
the Deccan from indebtedness. It also aimed at preventing the transfer 
of land from the cultivating to the money-lending classes and to place 
the relations between the two on a better footing. 

The Act lays down that in suits against agriculturists, the Court should 
investigate the entire history' of the transactions between the parties and 
make out an account of money actually due. The Court can reduce the 
interest which appears to it unreasonable and grant instalments for 
repayment of the amount due. The debtor’s land, unless it has been 
specifically pledged as security, cannot be sold, nor can be be arrested in 
execution of the Court’s decree. Every written obligation for the 
payment of money is to be registered before village registrars and arrange¬ 
ments are made for the settling of disputes by conciliators as far 
as possible. There arc provisions in the Act under which an 
agriculturist owing more than Rs. 50 can be declared an insolvent. 
Creditors are required to pass receipts for all payments made by an 
agriculturist, and to give, on demand, a statement of account every year. 
Since tbe year 1907 when the Act was amended, the Courts have the 
power to go behind the. bond and determine the real nature of the 
transactions, irrespective of the provisions of the Indian Evidence Act. 
The Act thus attempts to safeguard the position of the agriculturist 
against frauds by money-lenders. It was first made applicable only to 
tbe four districts of the Deccan, but many of its sections, except the 
provisions for insolvency, have now been extended to the whole of the 
Province. 

The principles and working of the Act have been several times 
inquired into by commissions and committees. The Famine Commission 
of 1901 held that the Act had done little good. The Arthur Commission 
of 1912 went further and found that it had made both the creditor and the 
debtor dishonest and had engendered distrust on both the sides. 
It observed : “ The honest sowcar and the honest cultivator suffer alike, 
since in their dealings with one another they have to allow for the 
judgment of a court which will presume dishonesty on both sides.” 
iio Y 5—12® 
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238. The evidence before us was almost unanimous in holding that 

the provisions of the Act were being evaded, that 
A W°>™ 01 THE the agriculturist had lost his credit, and that the 
honest money-lenders were forced to withdraw 
from doing money-lending business in rural areas. When the Act was 
first passed, the money-lenders were taken unawares. In their 
transactions with the agriculturists they had not bargained for the extra¬ 
ordinary provisions of the Act, and for the time being, they suffered loss 
which fell more heavily on those whose dealings were generally equitable 
and fair. Seeing that the working of the Act put a premium on 
dishonesty, the less scrupulous amongst them found means to circum¬ 
vent its provisions. As the Conrt went into the past history of each 
transaction and often reduced the amount and the interest mentioned in 
the bond and allowed instalments for repayment, they took from the 
debtors bonds for much higher amounts than were actually advanced. 
They refused to give loans merely on persona] security, and as the usual 
practice of the court was to grant instalments in suits and the money 
could not he realised by foreclosure, they began to insist on the debtor 
passing a sale deed, the oral agreement being that the land was to be 
returned when the debt was repaid. 

Some of the provisions of the Act have remained inoperative. 
No agriculturist has taken advantage of the insolvency provisions, and the 
sections requiring creditors to give receipts and extracts of accounts have 
been disregarded by them. The money-lender does not usually give 
such receipts or extracts, nor is a demand generally made for them hy 
the agriculturist. It is useless to expect tire agriculturist to complain 
against a man on whose goodwill he has to depend. 

A glaring drawback in the Act is the definition of the term 
“ agriculturist Under the definition as it stands at present, many 
persons for w'hom the Act could not have been intended are taking 
advantage of the protection afforded hy it. Thus, wealthy landlords, 
money-lenders, traders and professional men who derive more income 
from agriculture than from other business have been claiming protection 
and privileges as agriculturists. 

■ The result of all these provisions is a considerable diminution in 
the credit of the agriculturist and a general feeling of uncertainty which 
prevails amongst all classes. For example, it is at present risky to 
purchase land from an agriculturist even in good faith, for be may at any 
time plead that the transaction was really a mortgage, and claim the 
redemption of the mortgage any time within sixty years from the date 
of the transaction. 

239. That the Act has produced evil effects almost everywhere is 

admitted by most if not by all, but there is a great 
Act™ 101 ' ab0UT THf; difference of opinion as to how it should he dealt 
with to counteract them. Some suggest the entire 
repeal of the Act without any fresh enactment to take its place; some 
its retention with modification, while others hold that the Act should 
be repealed, and a new law, containing such of the provisions of 
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the present Act as have been found useful, should be enacted, and 
that, at the same time, the Usurious Loans Act should he more ■widely 
used. 

This divergence of views is noticeable not only amongst those who gave 
evidence before us, but also amongst others whom we consulted on the 
subject. We had the benefit of receiving the opinions of the Honourable 
Judges of the High Court, as also of the Judicial Commissioner in Sind. 
The High Court also kindly obtained for us the opinions of the District 
Judges in the Province. Their Lordships, with one exception, are of 
opinion that the best course would be to repeal the Dekkhan Agriculturists’ 
Relief Act immediately as to certain provisions, and after three years, in 
regard to the remaining. The Judicial Commissioner in Sind is also in 
favour of the repeal of the Act. The dissenting Judge of the High Court, 
while agreeing that the present law should he repealed, thinks that the 
essential provisions of the present Act should be embodied in simpler 
language in another enactment and that this new law' should be made 
uniformly applicable to the whole of the Presidency. The opinions of 
the District Judges also differ on this subject. Some are for entire 
repeal, but a majority would either retain the Act with certain 
modifications, or, if it is to he repealed, would like to have another Act 
to replace it, containing a. few provisions to safeguard the interests of the 
agriculturists. 

It can hardly be denied that the Dekkhan Agriculturists’ Relief Act 
has failed in its avowed object, and that it has made the relations between 
the creditors and the debtors worse than they were before. The question 
now is whether the Act should be repealed altogether, as suggested by 
some, or retained with certain modifications as suggested by others. 
It must be remembered that, as a result of this Act, certain contractual 
relations have come into being between the creditors and the debtors, 
and transactions have been entered into under the belief that the Act 
would remain in operation, it would, therefore, be undesirable to 
repeal the Act unless another suitable enactment takes its place. 
We, therefore, recommend that the Act should berepeaLed and a new Act 
embodying the principles which we mention in the subsequent paragraphs 
should be passed. 

It. is true that the present Act was designed to meet conditions which 
have, in the course of the last two generations, been considerably 
modified and that the cultivators have become more intelligent but 
the fact remains that there is still a great deal of ignorance and illiteracy 
among the great mass of cultivators, and for them a certain amount, of 
protection is still necessary. It has been said that the Usurious Loans 
Act can adequately replace the Dekkhan Agriculturists’ Relief Act, 
but, as we point out below, it does not go far enough to give sufficient 
protection to the particular class in question. The Arthur Commission 
also came to the conclusion that “ that there is so much that is inoperative 
and so much that requires remodelling that the best course is to repeal 
the Act and substitute therefor a short, Act applicable to the whole 
Presidency which would embody such portions of the Act as experience 
has shown to be useful ”. 
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PEOPOSALS POE. A 
New Enactment. 


240. The new enactment should apply only to small and genuine 
agriculturists. We do not think that the bigger 
agriculturists need any more protection than the 
trader, the merchant, and other classes, inasmuch 
as they should normally he able to hold their own against the money¬ 
lenders. The definition of the term “ agriculturist ” will have, therefore, 
to be substantially modified. We do not attempt ourselves to suggest 
a new definition, but we recommend that the benefit of the Act should 
be confined to those who actually engage personally in agriculture and 
whose income is below a certain specified figure which should not be high. 
As complaints are often made that a person claims the status of an 
agriculturist not only at the time a suit against him is filed hut also 
subsequently at the time of the execution of the decree, we think that 
the status of the person at the time of the loan transaction and not at 
the time of the suit or execution of the decree should be taken into 
consideration. 

The investigation of past transactions must he rendered possible by 
requiring money-lenders to keep proper accounts. This would be 
possible if an Act for the regulation of money-lenders’ accounts Act is 
passed, as we suggest below. Under the present system money-lenders 
are under no obligation to keep accounts and, in the absence of such 
accounts, Courts have often to depend on oral evidence and mere 
guess work regarding past transactions. 

Provision should he made, as at present, for allowing instalments 
in repayment of the amount decreed. Creditors naturally object to 
the grant of instalments, but if this facility is removed, the agriculturist 
will be unable to pay his dues in one lump sum, and will either have 
to borrow from some other source at a high rate of interest, or lose his 
land. The real objection is not to the grant of instalments but to their 
number, which is sometimes large, and to the rate of interest allowed. 
If the number of instalments is reasonable and the rate allowed not 


below what is prevalent in the locality, the creditor will not suffer and 
the agriculturist will have the facility of repaying by instalment. Under 
the Civil Procedure Code, Order XX, Rule 11, Courts have, even now, 
the power to grant instalments in money suits. It is necessary, however, 
that this provision should be extended to mortgage and other suits 
as well. 

The agriculturist is now, under Section 21 of the Act, exempt from 
being arrested fox debt. The objection to the arrest is mainly 
sentimental, but we think that so long as there are other methods of 
recovery, the. exemption should continue. 

As regards the appointment of village munsiffs and conciliators, 
we understand the question of the grant of judicial power to 
village ■panohayats is under the consideration of Government. If such 
powers are given to panchayats. the work of deciding suits under 
Chapter "V of the present Act may he entrusted to these bodies. 

These are the main provisions we would like to see embodied in the 
new enactment. Some people are of opinion that it should also contain 
some such provision as is contained in section JO-A of the Act which 
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allows the Coult to determine the real nature of a transaction and to 
admit evidence of any real agreement for the purpose. We do not concur 
in this view, because it has been stated before us that its provisions 
have encouraged the giving of false oral testimony and made it difficult 
for the judges to come to a right decision. In any case it seems necessary 
to restrict the time within which the validity of a sale can he challenged. 

241. Under this Act, when tho Court finds that in a suit the interest 

Tins Usurious is excessive, or the transaction as between the parties 
Loans Act. is substantially unfair, it can reopen the old transac¬ 

tion, inquire into the equity of the terms and reduce the rate of interest 
if excessive, and set aside, either wholly or in part, any agreement made 
in respect of any loan. The amendment to the Act in 1926 enables 
the debtor to take the initiative and ask for redemption of any security 
given in respect of any loan. 

One important feature of this Act; which distinguishes it from the 
Dekkhan Agriculturists’ Relief Act, is that it is applicable to all persons, 
whether agriculturists or non-agriculturists. We, however, found that 
except in a few urban areas, the Act was not being availed of in the 
Province. One reason for this is the comparative novelty of the Act, 
of the existence of which most people, including some pleaders, are still 
unaware. The main reason, however, for the failure to utilise this Act 
lies in the fact that better relief can be obtained by the agriculturist 
under the Dekkhan Agriculturists’ Relief Aet. 

As mentioned above, there are some people who hold that the Usurious 
Loans Aet gives sufficient protection to all including the agriculturists, 
and that therefore, the Dekkhan Agriculturists’ Relief Act can now be 
repealed. There are, however, two provisions of the Usurious Loans 
Act that may militate against the Act giving the necessary protection. 
The first is that under section 3 two conditions have to he fulfilled before 
the provisions of the Act can he applied, viz., (1) that the interest 
must be excessive and (2) that the transaction must on the face of it be 
substantially unfair. The Court can scrutinise the transaction and 
relieve the debtors of excessive interest only in cases where it has 
reason to believe that the interest is excessive. It docs not apply 
to cases where there is practical failure of consideration. A creditor 
can, besides, easily find means to evade the provisions of the 
Act by fixing a nominally low rate of interest, e.g., by mentioning in the 
document a larger amount than what, is actually paid and reducing the 
rate of interest thereon so as to show that a reasonably low rate is charged. 
The Court will then find itself powerless to grant any relief unless the 
agriculturist is able to show that owing to the non-payment of the full 
consideration, the rate of interest works out very much higher. 

The other provision that comes in the way of a Court examining the 
dealings from the very commencement is that under the Usurious Loans 
Act no transaction can be reopened if it has stood for more than twelve 
years. Cases may arise, e.g., where a previous mortgage bond was 
executed more than twelve years before the mortage bond sued on, and 
injustice to the agriculturist may result from this restriction. Thus 
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while the Usurious Loans Act is very useful and should be utilised more 
than is being done at present, it has its limitations and cannot, as 
suggested by some, entirely replace the Dckkhan Agriculturists’ 
"Relief Act, 

242. One of the important questions raised before us was as 

,, to the desirability of licensing money-lenders. 

MONEY-LENDEES Act. t i , y . , , ^ 

In several countries, Acts have been passed for 
controlling the operations of money-lenders by requiring them to get 
licensed, and compelling them to keep proper accounts and supply 
copies thereof to their clients. 

The English Money-lenders’ Act requires every money-lender to take 
out a license every year. No money-lender is allowed to carry on 
business without such a license, and if he does so, he is liable to a fine 
of £100, and a similar fine and imprisonment in addition for a second 
or a subsequent offence. The license is granted only on production 
of a certificate from a petty sessional Court which has to satisfy itself 
that the applicant is of good character and a fit and proper person to 
hold the certificate. If an offence is committed by a money-lender, 
the certificate can be suspended or cancelled. This also leads to the 
suspension or cancellation of the excise license. The money-lender is 
liable to punishment if he falsely states in any advertisement that he 
is carrying on banking .business. He must not induce any person to 
approach him for loans. No money-lender’s contract is enforceable 
unless it is signed personally by the borrower and a copy thereof 
is delivered to him within seven days from the making- of the contract. 
Payments of compound interest or an increase in the rate of interest 
on account of default in repayment are illegal. The money-lender is 
bound to supply to the borrower, on payment of one shilling, a statement 
signed by him or his agent, giving particulars about the date on which 
the loan was made, the amount of the principal, the rate of interest, 
the amount repaid and the amount outstanding. He must supply, on 
payment of reasonable fees, copies of the documents referring to loans. If 
the copies are not supplied, the money-lender is precluded from suing 
for the recovery of any sum due under the contract during the time such 
default continues. 

It is also laid down that suits for the recovery of money lent by the 
money-lender must be brought before a Court not inferior to a County 
Court. Tbe Act empowers the Court to reopen the money-lender’s 
transactions when it thinks that the charge for interest and expenses 
are excessive and the transaction is harsh and unconscionable. If the 
rate of interest charged exceeds 48 per ceDt. per annum, the Court is 
bound, unless the contrary is proved, to presume that the charge is 
excessive and the transaction is harsh and unconscionable; but the 
Court may come to the same conclusion even in cases where the rate 
is lower. In such cases, it can relieve the borrower from payment of 
any sum in excess of what it adjudges to be fairly due and if the 
excess has been paid, it can order it to be repaid to the borrower. Tbe 
Act also provides that when the money-lender or his agent fraudulently 
induces any person to borrow money and to agree to tbe terms on which 
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it is borrowed, he is liable to imprisonment for a term not exceeding two 
years or a fine. 

It will thus be seen that, under the English Act, not only is the rate of 
interest controlled, but the money-lender is compelled to keep proper 
accounts and give extracts therefrom to the borrower. The latter 
question we discuss below. The main question that we have to 
consider here is about the feasibility of licensing money-lenders. 
In regard to this subject, the witnesses who appeared before us 
were divided in opinion, -There were some who held that if the 
money'lenders were licensed they would be better controlled and that 
some of the hardships which the borrowers have at present to suffer, 
would then disappear. Others including some persons who were, on the 
whole, not favourably inclined towards money-lenders, thought that even 
if licensing were desirable, it would not be practicable. In this country, 
we have to deal with an illiterate class of borrowers who cannot afford to 
lose the goodwill of the creditors on whom they are dependent. In 
one sense, the weaker the borrower, the greater the protection he needs, 
but it is little use passing legislation which on account of the strong 
position of the money-lender can be easily evaded. As the experience 
of the working of the Dekklian Agriculturists’ Relief Act shows, the j 
more restraints are placed on the money-lender, the worse becomes the 
position of the borrower. It would also be difficult to make provision 
for the inclusion of a large class of people who, though not money-lenders 
themselves, lend their surplus money occasionally to others. We, 
therefore, do not support the proposal for licensing money-lenders and 
we think that the present state of things can be considerably improved if 
the proposals that we make below for the regulation of the money¬ 
lenders’ accounts are accepted. 

243. Under sections 64. to 67 of the Dekkkan Agriculturists’ Relief Act, 

PuEorr.ATioy ok an agriculturist is entitled to get written receipts for 
Accor nts Act. all payments made to the creditor and, on demand, 

to receive from him an annual statement of accounts and to have liia 
account made up from time to time in a passbook. Owing to the 
ignorance of the agriculturist these provisions have remained practically 
inoperative and it is the failure of these provisions that has made it 
extremely difficult, for the Courts to find out the real nature of the 
transactions entered into. It would be futile empowering the Courts to 
inquire into the history of such transactions if there is no reliable evidence 
to trace it. The main reason for the failure of sections 65 and 66 of the 
Dekklian Agriculturists’ Relief Act. is that they come into operation only 
at the instance of the agriculturist who is usually in too weak a position to 
enforce that demand against the creditor. It is absolutely necessary, if 
the relations of the money-lender and the debtor are to be put on a better 
footing, that the money-lender should be obliged to keep an account of his 
transactions with each debtor and furnish the latter with a copy thereof. 
We, therefore, suggest that legislation should be undertaken on the lines 
of the Punjab Regulation of Accounts Act of 1930. Under this Act 
a creditor is compelled to keep regular accounts of all transactions with 
each debtor and to furnish him, every six months, with a statement signed 
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by him or bis agent showing the balance outstanding against such debtor, 
and all transactions relating to the loans entered during the six months 
to which the statement relates. The local Government are empowered to 
frame rules prescribing the forms in which the accounts are to be kept and 
the manner in which the extract of his account is to be furnished to*tho 
debtor. If no accounts are kept, the Courts can, in any suit, disallow 
either wholly or in part,the interest found due andalso the costs of the suit. 
Tf no copy of the account is supplied to the debtor, the amount of interest 
upon the loan for the period for which the creditor omitted to furnish the 
account has to be. disallowed. In view of the experience of the working 
of the Dekkhan Agriculturists’ Belief Act, we suggest that the rules to be 
made under the proposed Act should be so framed as to leave little ground 
for any disputes regarding the non-receipt of the extract of accounts or 
for the production of any false evidence on this score. 

We recommend that legislation on these lines should be undertaken 
without delay. The Act will secure the position of honest parties on 
both the sides and will facilitate the work of the Courts in examining the 
history of the transactions and will greatly reduce the -amount of false 
evidence produced in Court. We also suggest that provision should be 
made for the issue of a pass-book in a prescribed form to the debtor and 
for its regular maintenance. Although the system has not in the past 
proved a success, it has an educative value which will have its beneficial 
effect on the cultivating classes. We, therefore, attach considerable 
importance to the regular maintenance of pass-books. As education in 
business grows, we bavc no doubt; that the debtor will appreciate his own 
responsibility fox protecting his financial interests. 

An objection may possibly be raised to these proposals. As we 
mention in another chapter, in some parts of the Province agriculturists 
who do not resort to moneylending as a profession often advance 
loans to other agriculturists and it may be difficult for them to keep 
accounts and supply copies to their debtors. This difficulty may be 
overcome by restricting, as the Punjab Act does, the term " creditor ” 
to persons who advance loans in the regular course of business. 

244. The two Insolvency Acts now' in force are the Presidency-Towns 

The Ixsglvexcy Insolvency Act, 1909, and the Provincial Insolvency 
AcT ’ Act, 1920. We received reports that the provisions 

of these Acts were being abused in certain urban areas and that con¬ 
sequently financing agencies have to be very careful in advancing loans. 
The main objection to these Acts seems to be not against the provisions of 
the Acts themselves but against the way in which these are availed of 
and administered. Dishonest people, it is said, are sometimes allowed to 
take advantage of these provisions even when they have property, which 
they transfer to other people’s names. The evil is confined for the 
present mainly to Bombay and other commercial centres. It is not so 
great in the Karnatak, but is spreading now in some of the urban areas 
in Sind. The social stigma attaching to insolvency proceedings in former 
years does not now exist and the debtors in some of the urban areas rush 
to the Court to get out of debt. 
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The following figures, which were supplied to us by a district judge, 
show the amounts involved in insolvency cases in the district and the 
amounts of the insolvents’ assets :— 


Year 

Total No. of 
Insolvency 
applications 

_ 

A mount 
involved 

Amount of 
Insolvents’ 
assets 


Us. 

Rs. a. p. 

Rs. a. p. 

1924 

18 

69,662 6 7 

1,845 12 0 

1925 

22 

2,25,083 10 3 

31,029 13 10 

1926 

17 

6,52,178 7 0 

1,78,949 15 0 

1927 

38 

3,12,168 0 2 

2,21,382 2 0 

1928 

" 

1,51,845 8 6 

73,373 13 0 


One of the complaints about the administration of the Insolvency 
Act is that considerable delay takes place in the disposal of cases and in 
the recovery and distribution of assets and that the procedure causes 
great inconvenience and loss to the creditors. In our opinion steps ought 
to be taken to revise and simplify the procedure so as to assure expeditious 
disposal of claims and disputes regarding the insolvents' property and 
to insure quick collection of his assets and distribution thereof to his 
creditors. Only in three out of the 121 cases mentioned in the foregoing 
statement were the insolvents prosecuted for fraud. The punishments 
inflicted were so slight that they could not possibly have acted as a 
deterrent to others. We find that the evil is spreading and lias created 
a feeling of uncertainty amongst the financing agencies. Hence some 
effective measures to check dishonest recourse to thg Insolvency Act 
are necessary. 

As regards the rural areas, special provisions for insolvency were made 
in the Dekkhan Agriculturists’ Relief Act. and these were made applicable 
only to the four districts of the Deccan. These provisions have, however, 
remained a dead letter. It appears that the ordinary cultivator lias 
no desire to repudiate liability for debts, which he does not deny to be 
due. For sentimental reasons, he is generally most unwilling to be 
declared insolvent, even in cases where the debts are ancestral for which 
he may not really be liable. Many of the cultivators also, who could 
otherwise take advantage of these provisions, are already so involved, 
having either sold or mortgaged all their property, that they have 
practically nothing to gain undeT the procedure provided in the Act. 

The Royal Commission on Agriculture has recommended the enactment 
of a simple Rural Insolvency Act in order to relieve the agricultural 
debtor of what he cannot pay while insisting on his paying the utmost 
he can within a reasonable time. There is no incentive for him to work 
when there is a continuous burden of a heavy decree hanging on his 
head, but care should be taken to see that no room is left open for fraud 
and that whatever is legally due and can be paid by him is recovered. 
The Provincial Insolvency Act is not of much benefit to the ordinary 
agriculturist as its provisions cannot be utilised except in cases of 
indebtedness amounting to Rs. 500 or over. We suggest that a simple 
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Rural Insolvency Act as proposed by the Royal Commission may be 
enacted at an early date. 

245. The Record of Rights in this Province is maintained under the 

toe Record or provisions of the Land Revenue Code. It has now 

Rights. been introduced into practically all the villages 

and gives information about the holder and his rights in the land and 
the encumbrances thereon. The Record is now fairly accurate, but from 
the evidence before us it seems that, especially in Sind, better supervision 
and control are needed to see that the entries are properly and speedily 
made. It is also necessary to see that all rights and encumbrances are 
correctly entered in the Record. It would be desirable, for instance, to 
make it obligatory for a civil court or the litigants, to get registered in 
the. record any burdens on land that might be created in consent decrees 
by the act of the parties concerned. At pxesent a decree creating a charge 
on an immoveable property need not be registered under section 19 
of the Registration Act. If such a charge is not shown in the Record of 
Rights, the persons dealing with the agriculturists are not likely to know 
about it. 

It has been suggested to us that the Record of Rights may he madg a 
record of title as it is in Germany. We have been told that in that 
country it is possible for a landholder to get a certificate of absolute 
title and valuation of the property. The register in which these entries 
are made is called the “ Grund Bitch The landholder can apply for such 
a certificate to the proper authorities who invite objections and after an 
inquiry issue a certificate of title. The “ Grund Buck” thus constitutes a 
complete and up-to-date register of title and of the value of the property. 
No one can deal* with such property without such a certificate of title 
and the borrower is thus powerless to commit any fraud. 

While such a certificate would be very useful for raising money, we 
are of. opinion that the introduction of the system is not a practical 
proposition in this Province. The Record of Rights is a record of 
possession. It is not a record of title. In order that the certificate 
might be really useful as a record of title, not only must the entry be 
quite correct, but' the occupant as entered in the register must also he 
the exclusive owner of the land. This, in the present circumstances, 
especially with the existing laws of inheritance which are complex, it is 
not possible to secure in this Province. 

246. Several witnesses stated before ns that it took a long time before 

Delay in thu Dig. civil suits were disposed of and that even when they 

r-osAi. ok Cases aid were decided, much time elapsed before the decrees 
tm VxBGimoR or were executed. Such a procedure is bound to have 
D t ,. ...... an adverse effect on credit facilities, especially on the 

rate of interest charged. The creditor naturally takes into consideration, 
when fixing the rate of interest, the delay, expense and trouble he will 
be put to in going to Court and getting the decree executed. This, 
however, is purely an administrative matter. We only wish to draw 
the attention of Government to the subject in order that they may 
take such steps as may he necessary to expedite the disposal of suits and 
the execution of decrees. 
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247. 


Leoal Dimictl- 
ties in Realisation 
of the jr3T Claims 
OF Money-lenders. 


Difficulties arise on account ot the Dekkhun Agriculturists’ Relief 
Act and owing to the delay in the disposal of cases 
and execution of decrees. These two questions we 
have already dealt with above. The money-lenders 
who appeared before us suggested that they might 
be allowed to refer their - claims against debtors to arbitration, instead 
of taking them to Court. In our opinion the best way to obviate 
the delay and expense to the parties concerned would be. to adopt 
a procedure whereby suits iu which the; amount in dispute does 
not exceed Its. 200 would necessarily be referred to a Board of three 
arbitrators, one of whom would be selected by each party and the third 
would be selected by the two arbitrators out of a panel fixed by the 
Court. In case the two arbitrators do not agree as regards the selection 
of the third arbitrator, the latter should be appointed by the Court. 
The decision of this Board should be final and the award should be 
filed in Court for execution. 


248. Equitable mortgages are effected under section 58 (f) of the 
Equitable Mori- Transfer of Property Act by mere delivery of the. 

° AGES - documents of title of immoveable property to the 

creditor. The section runs as follows :— 

“ 58 (/). Where a person in any of the following towns, namely, the 
towns of Calcutta, Madras, Bombay, Karachi, Rangoon, Moulinein, 
Bassein and Akyab and iu any other town which the Governor-General- 
in-Couneil may, by notification in the Gazette of India , specify in this 
behalf, delivers to a creditor or his agent documents of title to immove¬ 
able property, with intent to create a security thereon, the 
transaction is called a mortgage by deposit of title deeds.” 

It will be seen that the operation of the section in this Province is 
restricted only to Bombay and Karachi. It is very convenient, especially 
to the commercial class in these towns, to he able to effect a mortgage 
merely by delivering title deeds to the bank or to any other creditor. 
It saves them a considerable amount of time, trouble and expense, as it is 
unnecessary for them to get such mortgages registered in the ordinary 
way. Several witnesses from other commercial centres suggested that 
the operation of t he section might be extended to their towns also. 
It would, however, be dangerous to extend indiscriminately the 
application of this section to places w'here people are illiterate and 
backward. A deposit of title deeds, if sufficient, for effecting a mortgage, 
is likely to lead to abuse. There would, however, be no objection to making 
the section operative in a few other important commercial centres w here 
people are more advanced, for instance, in Ahmeds.bad. "VVe suggest 
that, the power of specifying the towns in which the section is to 
be operated may be delegated to tire local Government who, after 
inquiry, may issue the necessary notification extending the provisions of 
the section to such towns. 

249. This Act was enacted to relieve landholders, paying more than 

Rs- 300 as assessment, who were heavily indebted 
Estate/ac ™ B1EED and whose lands were likely to pass into the hands 
of money-lenders. Under the Act the estates of 
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such landholders can be taken up, under the orders of the Commissioner, 
for management by the Manager, Encumbered Estates, an officer specially 
appointed to look after such properties. The Manager is empowered 
to make an enquiry, ascertain the claims of the various creditors, fix the 
amounts payable to them and the instalments in which such amounts 
are to be paid. The order of preference in case of various classes of 
creditors is also fixed. The main objection to this Act is that it reduces 
the credit of the landholder and people are afraid of lending money to 
them as the estate may at any time be taken over for management under 
the Act and the interests of the creditors might suffer. On the other 
hand, it may be argued that, but for the provisions of this Act, lands 
belonging to many of these landholders would have gone into the hands 
of money-lenders; that it was, by an economical management of the 
estates that the debts were repaid over a series of years and the lands 
restored to the original holders, free from encumbrances, at the end of 
the period. It has been represented to us that some zemindars after 
having borrowed from money-lenders had their estates taken over for 
management under the Act, knowing that such a procedure will put the 
money-lenders to loss. This, we, understand, has made the money-lenders 
nervous about making advances to zemindars and as a result they have 
been insisting upon sale deeds being passed to them instead of mortgage 
deeds. The main complaint is that when an estate is taken 
under management, the creditor has to wait for many yeais, and 
in the meantime gets no interest on his outstandings. VVe suggest, 
that when an estate is taken over by the Manager, if the debts cannot be 
repaid from the income within a period of five years, a part of the estate 
may be sold to repay the amount and a reasonable rate of interest paid 
on the outstanding balance in the meanwhile. Unless some such 
procedure is adopted, it is feared that the bigger zemindars will find it 
difficult to raise money except at a very bigb rate of interest. It is also 
necessary in the interest of such zemindars as are now taking t.o trade 
that the protection of the Act should be given only to those amongst 
them who depend entirely on the income from land and not to people 
who combine zemindari with trade. If this is not done, the zemindar- 
traders who have to borrow on the security of their landed property 
will find it difficult to raise money. 

250. We have described in Chapter II some tenures in which the 
title of the holder or tenant is. restricted and he has 
ix -xd. u0 p 0wer jjq a li eiia te the land. The credit of such 
persons is naturally affected by this fact and in consequence they find it 
difficult to raise money for agricultural and other purposes, except at 
heavy rates of interest. 

In the case of talukdars no land can be alienated without the consent 
of the Talukdan Settlement Officer. This consent, we understand, is 
now, except for special reasons, freely given. The question of the tenants 
of talukdars is, however, different. These tenants are generally tenants-at- 
will. Whatever money they require for cultivation they can get either 
from the talukdars or from the money-lenders, hut, except in cases where 
they have large landed estates, the talukdars are usually themselves in 
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need of finance and cannot make any advances to their tenants. As the 
tenants have no lands of their own, even the money-lender is unwilling to 
finance them. The only alternative appears to be to secure finance for 
these cultivators either from the money-lender or through co-operative 
societies, on the security of the tnlukdar himself. 

Other tenures affecting the credit of the agriculturists in Gnjerat are 
the bhagdari and narvadari tenures in Broach and Kaira. In the case 
of these tenures the alienation of an unrecognised bhag or narva without 
the consent of the other sharers, who are often numerous, is 
null and void. These Acts are a constant source of litigation and do 
not seem to confer any corresponding benefit upon the agriculturists. 
The chances of other sharers in the bhag or narva getting possession of 
any land through lapse are remote. It has been suggested that these 
tenures should be abolished altogether. The objection to the proposal 
is mainly sentimental. If these tenures are not altogether abolished, 
it seems desirable in the interest of the holders, that tbey should be allowed 
to mortgage their lands at least to co-operative societies, as is at present 
allowed, with the consent of the Collector, in the case of land held on 
the restricted tenure. Unless some such concession is given it would 
be difficult for these landholders to get advances either from co-operative 
credit societies or from land mortgage batiks. 

In the case of kholi villages there is no difficulty as regards dhmekaris 
who are in the same position as survey occupants in Government villages. 
Occupancy tenants and tenants-at-will, however, have no right to alienate 
their land. The occupancy tenants can do so only with the consent 
of the khots. As their lands are unalienable, these tenants are 
often dependent upon their ktwts for finance. The only measures that 
can be introduced are those suggested above for the tenants of talukdars. 

With regard to inam lands, personal mams arc alienable, but restric¬ 
tions are placed in the case of other mama. Watan lands are generally 
not alienable except during the life-time of the holder. As these mam 
lands cannot be alienated without the consent of Government, 
it is desirable that Government should either undertake to finance 
the holders by means of tagavi or allow the lands to be mortgaged to 
co-operative societies. 
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CHAPTER XIII. 


Indigenous Banks and Bankers. 

251. “ Banking is ray brains and other people's money ”. Though 

not scientific, this definition brings out the basic 
Dehhwihs. id e a of “ banking ”, which haa hitherto defied all 
attempts at a comprehensive definition. Acceptance of deposits being 
an essential feature of modern banking, the definition may perhaps 
include, all bankers in some countries, but several financiers who arc 
generally known in India as indigenous bankers would find no place in 
such a definition. Some of them do not receive deposits but rely on their 
own capital and credit for their business. For the purposes of this 
inquiry, therefore, a sharp distinction has been drawn by the Central 
Banking Enquiry Committee between the two classes of bankers and 
by the term “ indigenous banking ” is meant all banks and bankers 
other than the Imperial Bank of India, the exchange banks, joint stock 
banks and co-operative banks. It includes any individual or private 
firm receiving deposits and dealing in hundis or lending money. Those 
who do not receive deposits will fall under the category of “ Other 
Indigenous Credit Agencies", which will be treated separately in the 
next chapter. We cannot, however, dissociate from indigenous bankers 
the Multani shroffs who do not deal in deposits but who have for all 
practical purposes been regarded as bankers. The term shroff is used 
in this and other chapters as a synonym for “ indigenous banker ” as 
distinguished from a soivcar or money-lender. 

252. The origin of indigenous banking in India dates back to the 
remote period when traffic by sea and land was 
opened between India and the neighbouring countries 

and when the commercial genius of the people expressed itself in the 
development not only of internal and external trade but also in indigenous 
shipping and banking. The ancient Hindu theory of government made 
economics the foundation on which depended the safety of the fabric of 
administration and the welfare of the people. Three centuries before the 
Christian era Kautilya, the famous Indian exponent of the art of 
government, laid down in his Artha-Sastra that “ agriculture, cattle 
culture and commerce and trade comprised the- science of national 
economy.” So also the Mahabharata taught: By economics the 
whole (body-politic) is held.” 

In Vedic times, society was advanced sufficiently to admit, of an 
elaborate division of labour and differentiation of functions among the 
people and the formation of commercial bodies and craft guilds. The 
merchant-guilds soon attained a position of transcending social as well 
as civic and political importance. The self-governing habits of the 
people which led to the formation of various organisations for local 
autonomy also asserted themselves in the domain of commerce and 
finance. Recent archaeological discoveries have brought to light various 
seals on which are found legends showing the existence of associations 
of bankers in ancient times. For instance, during the excavations at 
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Basarh, identified with Vaisali, several seals were found bearing: 
inscriptions referring to the corporation or guild (nigmm) of bankers- 
{sresthin), traders ( sarttharaha ) and merchants (kulilca), “ It looks,” 
observes Dr. Bloch, “ as if during those days something like a modem 
Chamber of Commerce existed in Upper India at some big traditional 
centres, perhaps at Pataliputra*.” Several specimens of a seal of a guild, 
of hankers bearing the legend sresthi nigamasya were also discovered by 
Dr. Spooner who thereupon remarks:—“ Banking was evidently as 
prominent in Vaisali as we should have expected it to be, judging from 
the notice in Manu to the effect that the people in Magadha were bards 
and traders.” 

These guilds served as bankers to the community, receiving permanent- 
deposits and holding them as trust properties.^ They were originally 
religious benefactions, but in course of time they appear to have opened, 
up the field, of deposit banking and the guilds, in turn, serving as banks,, 
stimulated deposits for charitable purposes. 

What the prevailing rate of interest was in Vedic and pre-Ve-dic times- 
modern research has not yet revealed, but it appears that interest was 
charged and paid mostly in kind. Coming to the Sutra period (assigned 
to a period not earlier than the seventh, nor later than the second century- 
B. €.), Dr. Jain points out that the legal Tate of interest for this period is- 
set at 15 per cent, per annum, but that according to Vasistha “ two, 
three, four, five in the hundred is declared to be the monthly interest 
according to caate.”J This however, appears to have been the maximum 
limit. The epigraphie evidence shows that in practice much lower- 
rates were charged. Usury was held in contempt, so also insolvency. 

Coming to the early Christian era, we find that deposit banking was in 
vogue at that period. Manu devotes two chapters to “Deposits and 
Pledges ” and the “ Recovery of Debt ”. The indigenous hanker was 
the trusted custodian of the deposits of people and royalty alike and he 
financed not only the trade of the country' but also the requirements of 
the royal treasury. His bills were honouredthroughout the land and the 
title of Sheth , by which he was called, marked his ascendancy in the social 
scale. Political upheavals, wars and changes in dynasties did not affect 
indigenous bankers. The Moghul Emperors, the Nawabs of Oudh and 
the Peshwas and their generals, all sought their assistance. The multi¬ 
plicity of sovereign and semi-sovereign powers in the land gave them 
their principal occupation as shroffs and money-changers till the days of 
the East India Company. Money-changing was an important part of 
the business of the shroff and was profitably carried out until the 18th 
century, as wc found from certain old papers of shroffs we examined 
in Karachi. Later, administrative requirements necessitated the 
establishment of Government treasuries and the control of the' mint waB 
taken over by the State. The unification of the currency of the country 
and the substitution of a single sovereign power in place of a number of 

* ArcKmological Survey, Annual Report, 1003-04. 

t Local Government in Ancient India, by Radhakumud Miifeerji. 
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petty principalities practically did away with the most profitable- money- 
changing business of the shroffs. In Bengal their business was further 
affected by the advent of the joint stock banks towards the end of the 
eighteenth century. In Bombay, however, no joint stock bank opened 
its doors till the year 1840. The indigenous banker, therefore, continued 
to enjoy the monopoly of banking in Bombay till that time and his 
business was not seriously affected by the modern banks until the 
middle of the last century. 

Despite the establishment of the joint stock banks, however, a good 
deal of banking business remained and has still remained in the hands of 
indigenous bankers in all parts of the country. The operations of these 
banks were confined to giving facilities for deposits and remittance to 
Europeans and to the financing of the foreign trade, so that throughout 
the country the indigenous hankers filled the gap left uncovered by these 
hanks and financed the agriculture and the internal trade of the country. 
Especially in rural areas their help was as indispensable as before. Undfer 
the altered conditions, however, the shroffs acted as middlemen between 
the Presidency banks and the joint stock banks and the trading commu¬ 
nity. They bought and sold hundis and had them rediscounted at the big 
banks, whenever necessary, thus performing functions analogous to those 
of the bill brokers of the London money market. Since those days they 
have served as a connecting link between the trading community and 
the banks which have freely availed themselves of their local knowledge 
and utilized their services in handling the internal bills of 
exchange. 

253. As it exists, the system of indigenous banking is an institution 
in itself, with its line traditions concerning the 
BQAmsATioK. respectability, resourcefulness and integrity of the 
indigenous banker, his hereditary relations and close personal contaot 
with his clientele and simple and popular methods of work. As a credit 
agency that has stood the test of centuries, notwithstanding political 
convulsions, revolutions and changes in dynasties, it occupies a unique 
position inrcspect of the magnitude of its operations and their importance 
to society. Its development has natura by proceeded on the lines suited to 
the commercial and financial genius of the people, their local requirements, 
habits, customs and traditions. It is not, therefore, organized on the 
lines of the modern hanking institutions of the country, which are 
modelled on the western system of banking. Nevertheless, there are 
many points of resemblance between the indigenous system and the 
modern system of banking. 

There are diverse castes and classes of these bankers and in certain 
large centres they have their own associations and bazars. Within its. 
•own sphere each of these associations conducts its business on well-defined 
lines and is governed by its own regulations. Questions of com m on 
interest are considered at meetings of such associations where members 5 
differences and disputes regarding business matters are also settled. 
Members of one association have dealings with those of another, but 
there is no organisation for interchange of intelligence concerning the 
credit position of constituents, enunciation and adoption of policy and 
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methods ,ot work or for the regulation and promotion of inter-shroff busi¬ 
ness. In Bombay city alone there are different bazars, the Gujarati, the 
Marwari and the Multani, and the hundi rate differs from bazar to bazar. 
As the Multanis do extensive hundi business with the Imperial Bank, the 
Multani bazar hundi- rate follows closely the bank rate, whether in busy 
•season or in slack season. The other bazars do not depend upon advances 
from the hanks for their business. Their hundi rates, therefore, do not 
necessarily correspond to the hank rate. Inter-shroff advances are 
generally made in these bazars at rates often lower than the bank 
rate. 

Scattered all over the Province, there are a large number of indigenous 
bankers belonging to various communities. They have close business 
relations with one another, most of them having their firms or adat 
{business connections) with other shroffs all over the country. In a few 
important centres of the Province they have organised themselves into 
associations. The following aie the principal associations of shroffs in 
the Province :— 

(1) The Bombay Shroffs' Association. 

(2) The Alimedabad Shroffs’ Association. 

(3) The Marwari Chamber of Commerce. 

(4) The Multani Shroffs’ Association, Bombay. 

(5) The Shikaipuxi Shroffs’ Association. 

The first two aie composed mainly of the Gujaratis, the third*of bankers 
and merchants from Marwar and Malwa and the fourth of Shlkarpuri 
.bankers known as Multanis. The spheres of operations of these associa¬ 
tions are different. The activities of the Bombay Shroffs’ Association 
are mainly confined to the Bombay Presidency; those of the Marwari 
Chamber extend to the Central Provinces and Berar, while the business 
of the Multanis lies mainly in Bombay city, Madras, Kangoon and 
Shikarpur. It would be to the advantage of these associations to have 
a Federation of all the different organisations so as to secure uniformity 
of procedure and to promote objects of common interest. We discuss 
in the last paragraph of this chapter a scheme for the formation of such 
associations. 

254. According to the Census of I$21 there were 26,303 “ bank 
managers, money-lenders, exchange and insurance 
agents, money-changers and brokers and their 

employees in the Bombay Presidency,” including 2,847 women. It is 
absolutely impossible to say how many of these are bankers. We tried 
to ascertain their number from the associations of shroffs , but even they 
have no reliable figures. If a guess may be hazard e*d, it may be assumed 
that among the 26,303 persons comprising the banking and financing 
fraternity there are about 20,000 indigenous bankers including money¬ 
lenders. 

255. The indigenous banker performs all the principal functions 

associated with modern banking, except that he 
Extbnt R (w business' does no ^ a ^ ow cheques to be drawn on customers’ 
accounts. He receives call-money, short-term 
deposits, and fixed deposits, keeps current accounts as well as deposit 
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accounts, makes payments to the account holder personally and 
honours his written orders conveyed by letter. He gives advances,, 
loans on security or on personal credit, either as overdrafts on current 
accounts, or as call money, or for short or long periods. He discounts: 
and accepts hundis or bills for collection and gives kundis or drafts 
for purposes of private or trade remittance. Thus he carries on a. 
very large amount of inland exchange business through a net¬ 
work of offices and agencies, being in many an outlying part of the 
Province the only agency for the transmission of funds. A remarkable 
feature of the indigenous banking system is tbe banker’s close personal 
touch with the customer. He knows the history of the family of the 
borrower and the details concerning his business and financial position. 
This renders it easy for him to determine whom to accommodate and to- 
what extent. Again, after giving a loan he is in a position to watch the. 
borrower’s transactions with a closeness denied to the modern organised 
hanks. In one material respect, however, indigenous banking differs 
from modem banking. It does not draw any distinction between dealing 
in other people’s money and dealing with other people's money so that 
manj r an indigenous banker combines trading with banking, therein 


exceeding the legitimate scope of modern banking. There are, 
accordingly, three classes of indigenous bankers :— 

(1) Those who do no business other than banking. 

(2) Those who are both bankers and traders or, commission agents. 

(3) Those who are principally merchants or traders, but who also- 
employ their surplus funds in banking business. 

By far the largest number of the indigenous bankers belong to the secom 
class. 

256. It is in the methods rather than the nature of business that 
indigenous banking stands in marked contrast 
B«rsnsTOH? H 11 mo ^ em hanking. The most distinguishing 

feature of the indigenous system is that its opera¬ 
tions are not attended with the formalities and delays incidental to- 
modem banking. The indigenous banker prefers to do business on his 
own. The principle of combination of resources on the joint stock 
basis does not appeal to him. The volume of business of each individual 


or firm being necessarily restricted, as compared with that of a modern 
bank, it lends itself easily f o the deshi (Indian) orthodox hut simple, 
economical, and, for all practical purposes, accurate and efficient system, 
of accounts. Following the traditional system of accounting, the 
indigenous banker keeps only a few books, in most cases only a day-book 
and a ledger. No addit is required and no balance sheet has to be 
published; no elaborate staff is necessary, no attractive counter, no. 
imposing edifice. Until recently there were no hard and fast regulations 
concerning hours of business. Payments were made at any time of the 
day and even after sunset till midnight. Recently, however, the hours of 
business in principal centres, such as Bombay, Ahmedabad and Karachi, 
have been restricted and payment is generally made till sunset only, but- 
elsewhere, we find, the doors of the firms of indigenous bankers are open 



till midnight for making payments or advancing loans. It is with them 
a matter of prestige of the firm. 

257. No reliable estimate of the working capital of the indigenous 

bankers in the Province can be given, neither is it 
amial. possible to gauge the volume of business financed 
by them, but it is a fact universally recognised that although the share 
-of the indigenous bankers in financing the foreign trade is negligible, 
amongst tbe agencies financing agriculture and the internal trade and 
small industries of the Province they occupy a predominant position. 
On a conservative estimate their share in this business may be computed 
at 70 to 80 per cent, of the total. 

258. Owing to want of statistical information we are not in a position 

to judge whether the indigenous bankers carry 
Cash alamce. su fti c j en £ cash their tills to meet their demand 
•obligations. Barely, however, does one hear of failure on their part to 
make payments whenever demanded and the absence of formalities, 
their simple methods of work suited to the convenience of their customers, 
their sense of honour and readiness to meet any emergency and 
;to maintain the prestige of their firm at any cost, would tend to show 
that they probably carry a large percentage of cash in hand. 

The shroffs generally employ their own capital supplemented in several 
eases by deposits received, but at the height of the season they have to 
replenish their resources by borrowing. The borrowing is generally 
between shroff and shroff , except in Bombay and other big cities where 
busy season accommodation is obtained to a certain extent from the 
Imperial Bank and the joint stock banks. The batiks advance money 
to them on demand promissory notes drawn by two approved shroffs, 
or discount hundis endorsed by them. The rate of interest which the 
shroffs allow their customers for deposits varies from 4 to fi per cent, 
in the busy season: in the slack season it is reduced to 3 to 4 per 
-cent, per annum. The loans advanced carry interest at the rate of 
*6 to 8 per cent. 


259, Accommodation is given by the indigenous hankers to one 
another without security and to customers with oi 
Advance 0 TeRMS! without security in one or more oi the following 
1 ways:— 


Chain Kkata. —This corresponds to current, day to day account. 
The debit and credit items are entered as in an ordinary ledgeT 
account and the interest computed on tbe fluctuating balance at a 
rate of interest previously fixed. The account includes both deposits 
and advances and is generally used for inter-s kroff transactions. When 
a shroff receives temporary accommodation from another, it is a chain 
Jchata transaction and is in the nature of a clean overdraft or call money. 
If he deposits surplus funds, it also goes to the same kfutia. The deposits 
as well as loans are liable to be repaid on demand and the borrowing 
shroff has also the option to return the money whenever he desires. 
The chain Mata is also meant for keeping an account of such transactions 
■with private customers. 
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Khata i-’eta — This account js the same os chain khata except that irp 
the case of chain khata the amount of the loan is payable immediately 
on demand, whereas in the case' of khata peta the borrower would not: 
lose credit if by consent he delayed payment for a little while. 

Byaj Badla or Miyadi Khata .-- Under this account money is borrowed: 
or deposited by previous arrangement as regards the rate of interest 
and the period of the loan or deposit, the period varying from a, 
fortnight to a year. 

Hath Udhar .—A temporary loan given free of interest for a day or 
two withont taking any promissory note or receipt in writing. This, 
is confined only to mtox-shroff transactions. 

Promissory Note .—This form of loan is now very common with the 
indigenous bankers for the reason that it is cheap. 

Receipts. —Sometimes, the borrower is asked to pass a receipt 
acknowledging payment in lieu of a promissory note. 

Railway Receipts .—Short credit is given against railway receipts 
for goods endorsed in favour of the shroff. 

Hundis.- Short-term finance is also given by discounting hundis. 
Formerly, the hundi formed the stock-in-trade of the indigenous 
banker, but as already explained the stamp duty has militated against 
the use of nnidati or usance hundis. 

Short-term Credit by Commission Agents.—Commission Agents also 
finance traders by giving them short, credits as mentioned in 
Chapter VIII. 

Long-term Loans .—Loans ioT periods, usually not exceeding one 
year, are also given, generally against the security of jewellery, bullion, 
cotton, grain, seeds, etc. 

Mortgage of Property .—The shroffs do not generally advance money 
against mortgage of immoveable property, but occasionally long-term 
finance is provided against such security. 

260. The rate of interest in respect of loans varies not only from time 

to time, but also from place to place and bazar to 

. ateof niekest. ^ azar Different witnesses have given ns figures 

of rates of interest allowed on deposits or charged for loans, which 
show' considerable divergence according to local conditions and resources 
of the different organisations, but the rates given below may be taken as 
a fair index of the position at the principal trading centres of the 
Province. 

261. The rate of interest for call money is settled by the respective 

associations where they exist and at other places by 

Cam. Money : Cur- mutual arrangement. The Bombay and Ahmedabad 
Clea* Overdraft s hr off bazars have ample resources of their own and 
or Cash Credit. among themselves they lend money at a compara¬ 
tively low rate of interest. The rate of interest 
for mtoi-shroff business in the Bombay bazar is generally 4| per cent., 
for the slack season and 6 per cent, for the busy season, whereas the 
rate prevailing in the Ahmedabad bazar for such transactions is not more 
than 41 per cent, at any time of the year. The Marwari Chamber of 
Commerce has supplied us with certain statistics concerning the official 
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rateof interest for current; accounts, fixed ;byit from time to time. It 
appears from these figures that until the year 1919, the rate of interest* 
wps 5 - 81 percent, per annum, that from 1920 to 1926 it tv a a 7| per cent, 
per annum, that in the year 1927 it was reduced to 5£ per cent., but that 
since, July 1927 it has stood at 6f per cent, per annum. It is open, 
however, to the* shroffs to increase or decrease the rate by mutual agree¬ 
ment, according to demand and supply, so that the rate usually varies 
between annas 4 to annas 11 per cent, per mensem, The Byaj Badla 
rate in the same market is slightly lower or higher than the chain JchMa 
rate in sympathy with the fluctuations in the Bank rate. 

, The call money rate in the Multani bazar varies between 3 per cent, 
to 6 per cent, per annum according to the conditions of the money market.. 
The interest charged for other loans usually varies between 6 and 12 per 
cent, per annum. Iu Chapter VIII we have indicated the different 
ways in which the shroffs finance internal trade. The rates usually 
charged for such credit facilities vary from 6 to 12 per cent, per annum. 

It is a very interesting feature of the indigenous system that it has 
maintained the rates of interest at about the same level over very long 
periods. During the era of the ancient guilds of bankers the ordinary 
rates of interest varied between 5 per cent, and 15 per cent, per annum.* 
The prevailing rates to-day are nearly the same. Through the courtesy 
of its proprietors, we. have had an opportunity of inspecting the 
account books for the year 1793 of the well-known firm of Messrs. 
Lakhmidas Madhavji of Karachi, whose head office was then in 
Porbunder. It appears from this book that thg rate of interest 
charged on debit balances in current accounts was a fixed rate, 
viz., 0-7-9 peT month, i.e., approximately 5f per cent, per annum, which 
we understand is the rate charged even to-day. The book show's 
incidentally that cash money then used to be imported in country crafts, 
mostly from Bombay to Karachi, and that the firm was a principal 
importer. The discount for cash money was 28 per cent. The firm carried 
on export and import business and used to deal in hundis , both darshani 
and mudati. There were considerable fluctuations in the rate of 
discount. Entries in one of the books show' that on one occasion, within 
a fortnight, the discount rate for tw r o months’ hundis drawn on Bombay 
jumped from Re. 0-6-6 per cent, to Rs. 2-4-0 per cent. 

262. Extensive as is the clientele of the shroff, he deals principally 
with his brother-slinks, town and village monev- 
Cliehtbls. lenders, and traders and artisans. But amongst 
the clientele he serves should also be included promoters of sma ll as welL 
as large industrial enterprises. The cottage industries and the small 
organized industries depend mostly on him for finance, while assistance 
rendered to the industries, such as textile mills, ginning and pressing 
factories, rice factories, flour mills, sjlk and cotton handloom industries 
and gold thread manufactures, is by no means inconsiderable. They hold 
in some places, such as Ahmedabad, debentures iu industrial concerns, 
subscribe to their capital, or accept deposits of shares and advance 

* The Copper Plates of Uitamackoladem in the Madras Mueeum.—Indian Antiquary,. 
vol. liv., 1920. Local Government in Ancient India. 
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moc&v against them. They also giv;e long-term loans against the whole 
or portion of mill property or factory or goods. Sometimes they join 
the managing agencies of such concerns as financiers. 

263, It is not possible for the indigenous banker to .establish direct 

IiEL,iMONHTo A obi- business relations with the ryot. Nevertheless, he 

'jcltuee, TftADs ask takes the lead of all other banking agencies in 
Indttstb v. financing agriculture through local sowcars or money¬ 

lenders with whom he has intimate business relations. These 
sowcars buy their finance cheap from the indigenous bankers, but sell it 
■dear to the agriculturists. It is a weakness of the existing 
organisation, or lack of organisation, of banking in India that 
the principal industry of the country does not get for its sustenance, 
the loanable capital available in the country at a reasonable rate of 
interest. The waters of the different streams flow in their own narrow 
channels, there is no reservoir to collect and distribute the supply so 
as to fertilize the field of agriculture, trade and industry of the country. 

With the trader and the small industrialist the shroff has always 
maintained a close personal touch. He is, indeed, the principal prop of the 
internal trade of the country and his relations with the trading community: 
are, as a rule, very friendly. He. provides finance to it as cheaply as 
can be expected in a country where the bank rate is usually high. 
Unlike those of the ordinary money-lender, his principles and methods 
of business are marked by a sense of responsibility and probity. It is not, 
therefore, surprising that far from harbouring any prejudice against 
him, the commercial community and the public generally hold the shroff 
in esteem, which is reflected in the title of “ Sheth ” or “ Shah ” by which 
he is known. 

264. Iii the preceding paragraphs emphasis has been laid on the fact 

that the financial assistance given by the indigenous 
Ba>o<s 4TI0KS W1TH banker to the internal trade of the Province is veiy 

considerable. Such assistance, cannot, however, 
be rendered by him without adequate credit facilities from banks. In 
the busy season the shroffs need accommodation from the banks to meet 
“the additional demands of their constituents. We find that those whose 
names are on the approved lists of the banks get advances up to 
certain limits at the ruling rates of interest. The form most commonly 
in use in which the Imperial Bank as well as the joint stock banks 
finance the shroffs is, as already mentioned, the demand promissory note 
signed by two shroffs on the approved list of the bank, or by one shroff 
and one merchant. The bank also advances money against the shroff’s 
hwridis drawn by an approved merchant and endorsed by him or by 
•another approved shroff, if he is not himself on the list of approved shroffs. 
The period for which such accommodation is granted is usually sixty 
days. It has been suggested to us by some witnesses that it would be 
a great convenience if the period were increased to 90 days. We 
approve of this suggestion. 

In Bombay the shroffs who have dealings with the Imperial Bank are 
financed by the Bank by re-discounting bazar bills purchased by them 
and also by direct advances on personal or other security. At the 



up-country branches, the advances to shroffs,^, a a rule, take the fo rm; of 
loans and cash credits. At a few places, such as Xaraohi and S ukk ur, 
bills are also discounted and in some cases advances are made against 
produce. There has been a conflict of evidence concerning the adequacy 
-of the finance thus provided to the indigenous bankers by the Imperial 
and other organised banks. While a few witnesses have expressed their 
view that the accommodation granted is considerable, a large number 
of them have complained that it is grossly inadequate. There seems to 
be a general impression that the indigenous agency does not receive all 
the support that it should from the Imperial Bank and the joint stock 
hanks. These banks keep a confidential list of approved indigenous 
bankers whom they finance. Every shroff on the list of a bank is assigned 
a maximum limit of the amount which he can borrow from the hank. 
This limit is determined having regard to the shroff’s standing and 
position for the time being. Beyond this limit the bank would not, 
•ordinarily, allow credit facilities. The shroffs consider that, as indigenous 
bankers, they have a special claim on the resources of the Imperial Bank,- 
whereas the limits of credit assigned to them by the Bank are very low, 
It has been represented to ns that before the amalgamation of the Presi¬ 
dency Banks, those who had business connections in different Presidency 
circles used to get finance separately from each of the three Presidency 
Banks, that the total of the separate credits allowed to them was much 
in excess of the limit of the single credit now apportioned to them by 
the Imperial Bank and that the curtailment of the limit has affected 
their A r olume of business. This complaint needs examination. 

So far as clean limits are concerned, it may be argued that the lending 
bank is the best judge to determine what the limit should be in each 
individual case. It appears to us, however, that it should be possible 
to give better accommodation to the shroffs than at present. This can 
be done in two ways : 

(1) by an extension of the rediscount business, 

(2) by advances against stocks. 

As regards the business of rediscounting hundis, the Imperial Bank 
is obviously interested in developing it and should he willing to give 
all possible facilities to the shroffs. If the Multani shroffs get larger 
■accommodation than the other shroffs, it is because they freely take their 
hundis to the hank for rediscounting. The other shroffs, on the contrary, 
show a reluctance to resort to the banks for rediscounting business partly 
because they find that the hank’s rates of discount do not suit them and 
partly because they prefer to deal in the bazar rather than go to the hanks 
and submit to various inquiries and formalities. The rate of interest in 
respect of inter -shroff transactions all over the Province is invariably 
lower than the Bank rate by one or two per cent, and the shroffs complain 
that their dealings with the banks are controlled by a bank rate which 
has no relation to and does not suit the economic conditions of the Pro¬ 
vince. It is a grievance of the local shroffs that before the amalgamation 
of the three Presidency Banks, the Bombay Presidency enjoyed, through 
the Presidency Bank, the advantage of lower rates of interest due to 
■the commercial development of the Presidency and its developed ba nking 



resources, whereas the Imperial Bask now puts up the rata of interest 
so as to secure uniformity .with the rates prevailing in. other commercially 
less advanced, provinces. We find that owing principally to this reason, 
the shroffs in the Province, with the exception of those, who, like the 
Multanis, are in a position to invest money outside the Province, do not 
ordinarily resoTt to banks for financial accommodation. This is an. 
aapeet of the question to which we should like to invite the attention 
of the Central Committee. Considering that modern joint Btock banking 
cannot, for many years to come, hope‘to reach small towns and villages: 
owing to the expense involved, it is much to be wished that the Bombay 
shroffs come in closer contact with the Imperial Bank of India. There 
is considerable room for expansion in the Bank’s business with shroffs . 
At. any rate, so far as advances against the security of stocks are 
concerned, we think the shroffs, who do money-lending or commission 
agency business in the mofussii, should receive more extended facilities 
than are offered them or are availed of, by them at present. It is impor¬ 
tant to realise, however, that the shroffs have a strong prejudice against 
.pledging their stocks. Unless this prejudice is overcome, business must 
suffer, but it is a hopeful sign for the future that the Imperial Bank is- 
alive to the importance, of improving this class of business with the 
shroffs and has been endeavouring to induce them to get over the prejudice 
It has been suggested to us that if shroffs of approved standing and 
financial position were given the same credit facilities as are extended 
to certain firms by the Imperial Bank of India on the hypothecation of 
their goods, it would result in increased business. We commend this 
suggestion for the consideration of the authorities of the Bank. 

The main complaint against the Imperial Bank is that the 
management is alien and wooden. It is alleged that the agents at the- 
mofussii branches being mostly uon-Tndian and often ignorant of the 
vernacular of the district and the local needs of the people, take little- 
interest in the business of the shroffs and evince little sympathy. Whether 
that is true or not, the fact remains that the relations of the Imperial. 
Bank with the shroffs both at the head office and the branches are not as 
intimate as they should be. No effort appears to have been made by the 
officers of the Bank to cultivate friendly relations with them. Perhaps 
this is not true of the Multani shroffs who do extensive business with the 
Bank and who appear to be receiving the lion’s share of the financial 
accommodation provided by theBanktothe shroffs. It is further alleged 
that the local managers of up-country branches of the Bank have little 
discretion with regard to loans and are unable to make advances beyond 
small limits without reference to the Head Office. These managers, it is. 
asserted, move about from branch to branch and fail to acquire that 
local knowledge and personal touch which are essential to a proper 
appreciation of the wants and credit position of the Bank’s customers. 
In the course of examination of witnesses we were often told that under 
the notion that the officers of the Imperial Bank are indifferent to their 
needs and interests and would not give them proper treatment or assist¬ 
ance, the shroffs, with the exception of the Multanis, have not cared to 
approach the Bank for credit facilities. We recognise the Bank would 
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natufally be anxious to do as much business with, the shroffs as impossible, 
yet the fact remains that, most of them do not at present resort to the- 
Bank except for facilities for remittances whenever and wherever' possible. 
It is a serious drawback of the present state of banking in India that the 
two most powerful credit agencies whose co-operation would be of the 
greatest benefit to the development of trade and industry in this country 
thus remain apart. There is at present no correlation of the operations 
of the Bank and the bazar, so that the bazar hundi rate does not often 
correspond to the bank’s rate for discounting hundis. So long a3 there is 
no system of co-operation between the indigenous*bankers and the 
Central banking institution and other banks, it would be difficult to 
develop an open market for discounts and the prospects of evolving a 
co-ordinated credit policy would be as remote as ever. It would probably 
be an advantage if the shroffs are represented in some way on the direc¬ 
torate of the Board of the Imperial Bank. With a view to bridging, the 
gulf that now separates the branches of the Imperial Bank of India 
from the indigenous bankers we would suggest the appointment of 
local advisory committees at important centres where the Imperial Bank 
has its branches. The constitution of such committees should be such as 
to assure the shroffs that their applications for financial accommodation 
would receive due consideration. 

The chief grievance of the indigenous hankers is that the Imperial 
Bank and even the Indian joint stock banks do not accord to them the 
recognition due to them as bankers who finance and control the bulk 
of the trade and industry of the country. They think they are entitled 
to the same facilities and concessions as are given to banks by the 
Imperial Bank for inter-bank business and remittance. They resent 
the manner in which inquiries are made in the bazars by the intelligence 
department of the Imperial Bank and the other banks concerning their 
credit position, and they see no reason why they should be asked to give 
joint signatures of sureties for accommodation given to them, when other 
banks are financed without any such humiliating limitations. There is. 
no question that these traditional bankers have cause to be dissatisfied 
with the position in which they find themselves placed in the modern 
banking organisation of the country. From the bank’s point of view, 
however, it may be urged that if the indigenous bankers are not treated, 
with the same consideration that is due to them as bankers, it is because 
it is difficult to distinguish a genuine banker from a trader or a commission, 
agent or a broker, and to ascertain definitely his financial position, 

265. The question of recognition of the status of the indigenous banker 
and of the utilisation of his knowledge, experience and 
ji wS'm Indt- resources in'the machinery of credit depends on 
GKKotTs System to what his position is at present and what it should 
Pbbsest-day Condi- l, e j n future in the general banking system. What¬ 
ever prejudices may exist against the professional 
money-lender, who lies outside the category of indigenous bankers, every 
one is agreed as to the desirability of recognising, preserving and deve¬ 
loping the indigenous system and adapting it to present-day conditions 
so as to make it a part of a national credit system. 



One of the, suggestions made to ua with that end in view is that the 
shroffs should he linked with the central banking institution of the country 
as its agents. The scheme, in rough outline, ia aa follows : Instead of 
opening new branches in any part of the interior of the Province, the 
central banking institution should select from the local shroffs a hanker 
of good standing and reputation to. act as its agent in that place. The 
shroff selected to act as an agent should lodge with the bank securities 
of amounts that qjay be mutually agreed upon, having regard to the 
volume of business and other considerations. He should guarantee the 
minimum volume of business he is expected to secure at the place, and’ 
in return receive adequate credit facilities at a preferential rate of 
interest, and make advances to local customers at a profit. He should 
allow periodical examination of his hooks to the bank’s inspector and 
submit to the bank half-yearly or yearly balance sheets. 

Simple as the scheme appears to be, from the bank’s point of view it 
bristles with difficulties. Would the shroff selected as agent agree to 
confine the operations to banking pure and simple ' Would he be 
content with the provision of increased credit facilities and agree to bear 
the loss, if any, resulting from his transactions as an agent ? To ensure 
recovery of such losses, would be agree to deposit substantial amounts 
invested in securities bearing a rate of interest much lower than what he 
might be expected to earn, were such amounts invested in business t 
If he does not agree to take the responsibility for losses and prefers to 
work merely as an agent of the bank, would he give up all other business 
and utilise the bank’s resources in advances to customers approved by 
the bank ? If so, would the arrangement be at all remunerative to him ? 
If, on the other hand, the agent is allowed to do his hanking business 
independently of the business which he is expected to do as agent of the 
bank, and if he does not guarantee the repayment of all advances made 
by or through him, how should the business be controlled by the bank ? 
In selecting business, would not the shroff be inclined to place his own 
interests before those of the bank ? : In cases of failure of borrowers, 
would not serious complications arise 
. These are some of the practical difficulties that will have to be solved. 
The necessity of forging a link between the central banking institution 
and the indigenous bankers ia, however, of such vital importance 'for 
the evolution of a co-ordinated credit system and for the spread of 
banking facilities in tedufra towns and other small centres of the Province 
that we have carefully considered the proposal in all its bearings with a 
view to finding a solution of the difficulties. Were it possible to have 
properly organised branches of commercial or co-operative banks 
scattered over the Province in large numbers, as is the case in western 
-countries, we would welcome them in preference to the agencies of the 
kind proposed. Such a development of branch banking, however, does 
not seem possible in the near future. Neither the joint stock banks nor 
the co-operative banks would, for some time to come, find it practicable 
to open branches in out-of-the-way parts in the Province in sufficient 
numbers. It seems, therefore, desirable to take advantage of the agency 
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of indigenous bankers by linking them up with the central banking 
institution in some suitable manner. 

We are of opinion that the agency scheme should be introduced 
tentatively at selected places where there is no organised bank, either 
joint stock ox co-operative, that the shroff nominated as agent of the 
central banking institution should receive funds from it to be employed 
by him at bis own risk in making advances within sanctioned limits and 
subject to such general conditions as may be prescribed by the bank, 
at a rate of interest not exceeding 2 per cent, over the rate charged 
by the bank. The agent should do no business other than banking and 
so long as he undertakes to bear losses, if any, he should not be prevented 
from doing his own private hanking business, hut he should not make- 
use of the bank's advances for his private business. He should lodge 
with the bank gilt-edged or other acceptable securities of amounts that 
might be mutually agreed upon, beep separate accounts of the business, 
done on behalf of the bank and maintain regular account books which 
should be available to the bank for inspection and audit. The arrange¬ 
ment may he made in the first instance for a fixed period and may be 
renewed from time to time. We are further of opinion that in the 
selection of agents a syndicate, of shroffs should be given preference to a 
single shroff or a firm of shroffs. Such combinations would have the 
prestige of regular banks, would inspire confidence in their strength and 
stability and would receive better facilities than single firms. 

If the indigenous bankers are encouraged to increase their activities 
under the proposed scheme, the central banking institution would be- 
able to discharge its obligations to supply banking facilities in such areas 
through the instrumentality of an agency which would be more economical 
and effective than a branch in reaching the people in the mofussil and 
providing the link necessary to connect the central banking institution, 
with the indigenous agencies now financing towns and villages. 

266. We have been asked to consider the suggestion sometimes made 
that there should be a system of state registration of 
iitATToV'^ ° P Bmis ' all indigenous bankers. The general trend of the- 
■s hr offs' evidence is against registration. Some, 
however, stated that they would not object to registration provided' 
they received further facilities as agents of the central banking 
institution. A suggestion has also been made for legislation for the 
regulation of the business of shroffs and for the audit and publication of 
their accounts. We are of opinion that no such measures are necessary.. 
The question of regulation arises in connection with the evils of usury 
and we have dealt with the question at some length in Chapter XII. 
So far as the indigenous bankers are concerned, there is no need for any 
regulation. Indian banking has as yet a long way to travel before it 
attains the position reached in other advanced countries and in the 
existing circumstances we cannot view r with favour any measures likely 


to cause a shrinkage in the loanable capital of the. Province and., 
consequent curtailment of credit. 
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267 Tt has been suggested to us that a central association of 
indigenous bankers should be formed in each import- 
ant cencre - According to the scheme suggested 
a Central Assocta- the bye-laws of such an association should be 
B°itkbbs 1 ' XM0EJ ' t ’ 17S subject to the approval of Government, should 
prescribe the conditions essential to membership; 
and provide for the maintenance by members of regular account books 
and for the audit of their accounts, and it should be one of the 


important functions of the association to prepare from time to time 
and supply to the central banking institution, if required, authentic 
statements of the credit position of the members of the association. It 
has been suggested that with a view to offering an. incentive to indigenous 
bankers to join the association, there should be some privileges attached 
to membership. A member of the association should, it is suggested, 
be recognised by the bank as a banker and given all concessions and 
facilities that are accorded to other banks. It is also suggested that 
members of the association should have the privilege of getting their 
kundis discounted with the hank at special reduced rates and that the 
bank’s hundi operations should he restricted to members of the associa¬ 
tion only. The bank in its turn would require audited statements of 
-accounts of such members’ firm and it has been suggested that it should 
be incumbent on every member of the association to get the accounts of 
‘his firm audited by an auditor selected from a panel of certified auditors 
drawn up by the association and approved by Government. It would, no 
doubt, be essential for the indigenous bankers to adjust their methods 
to the system of modem banking. After careful consideration of the 
suggestion, we consider it very desirable, in the interests of Indian 
banking, that indigenous hankers’ associations should be formed in 
important centres on the lines suggested and that they should be 
recognised by Government and the central hanking institution of the 
country. AVe do not approve of the suggestion that members of the 
-association should have the sole privilege of discounting their hundis 
with* the central banking institution or that they should be allowed 
preferential rates. AVe recommend, however, that members of such 
associations should be given the same facilities as are all or do d to recog¬ 
nized banks. 
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CHAPTER XIV. 

Other Indigenous Credit Agencies. 

268. Indigenous credit agencies other than those mentioned in the last 
-chapter, that is, those which do not receive deposits and, therefore, 
strictly speaking, stand outside the category of “ indigenous banking,” 
hut which finance people in town and village in a variety of ways, may 
he enumerated and classified as under :—• 

(1) Money-lenders— 

(a) Village money-lenders. 

(b) Town money-lenders. 

(c) Landowner or agriculturist money-lenders. 

(d) Goldsmiths and dealers in ornaments who specialise in loans 
secured by pledge of ornaments. 

(e) Moneyed persons of all classes who.invest surplus funds in 
loans. 

(2} Shroffs and other persons dealing in kundi? 

(3) Merchants, commission agents and dalah. 

269. Borrowed capital is an essential factor in the economic life of 

Tm Vii laof, village. The sowcar is, therefore, so to say, the 

vloNEY-LENDEic/ centre round which rural society revolves. One 
of the remarkable features of village life in ancient 
India was the development of a system of mutual help and co-operation. 
Whatever his occupation, every member of the village community was 
■dependent on another and amenable to social regulations and control. 
India being an agricultural country, subject generally to famine and other 
natural calamities, there was in the country, from the earliest times, much 
scope for money-lending as a calling. The money-lender was the saviour 
of the villager in time of trouble and distress. Although his interests 
■did not coincide with those of the borrower, so long as the constitution 
■of the village society was such as to promote and ensure fellow-feeling 
and inter-dependence, the relations between the debtor and the creditor 
were not very different from those of a buyer and a seller. The money¬ 
lender was then restrained in hia demands. He could not drive un¬ 
conscionable bargains for fear of offending society and inviting a social 
boycott. For the same reasons the borrower also could not repudiate 
Mb liability with impunity. Death was preferable to default. He 
recognised his obligations to the money-lender the necessity for wboise 
assistance was felt by all and with whose timely help people in need of 
money weTe able to tide over their difficulties. Indispensable as the 
money-lender is to-day, he was more so in those days.. One of the ancient 
proverbs pithily describes the position assigned to him in the old village 
economy : “ No salvation except through the Guru; no credit except 
through the sowcar.” 

Owing to the introduction of the system of centralisation under the 
British rule and the consequent transfer of administrative authority to 
■distant headquarters the old autonomous village communities came to 
be gradually disintegrated. The authority of the village assembly 



weakened and the fear of social boycott no longer restrained the money¬ 
lender's tendency to profit at the expense of the borrower. The new 
system of administration of law and justice further strengthened his. 
position. The old order of mutual goodwill and inter-dependence 
vanished, giving place to one of bitterness and antagonism between the 1 
money-lender and. the borrower. The growing pressure of population 
on the land and the rigidity of the procedure of collecting land, 
revenue, subsequently relieved by the introduction of a system of 
suspension and remission, contributed to the result of increasing the. 
burden of indebtedness. 

In Chapter XII we have described how the Dekkhan Agriculturists 5 
Belief Act, enacted with the object of protecting the agriculturist, has 
further embittered the relations between the money-lender and bis 
• clientele, how owing mainly to the situation created by such legislation 
the agriculturist has lost his credit and how the honest money-lender has 
been forced to withdraw from the business of money-lending. Even so, 
the much maligned money-lender is still the main source of agricultural 
credit. The factors which contribute to his jndispensability and 
ascendancy in rural finance are :— 

(1) he is accessible at all times of the day and even at night, 

(2) his methods of business are simple and elastic, 

(3) he maintains a close personal touch with the borrower, often 
having hereditary relations with the family of the borrower, 

(4) his local knowledge and experience and his presence on the spot 
enable him to give loans even to persons devoid of any tangible assets- 
and atthe same time protect himself from losses. 

270. The survival of the sowcar as the most important source of the 

Relations with ou ^ va ^° r ’ a finance, however, does not imply the 
the Boerowbr. continuance of the old relations between the money¬ 
lender and the agriculturist borrower. He is no- 
longer swayed by the old sentiment of personal honour and integrity. 
The change in t.he system of law and administration of justice, which 
we have referred to above, has encouraged litigation, and the facilities, 
provided by the new system are being readily availed of both by the 
money-lender and the borrower to overreach each other. The debtor 
tries to take every advantage of the existing provisions of the law to- 
evade, repayment and the sowcar in turn resorts to various devices, such 
as taking bonds for double the amount lent and conditional sale 
deeds. 

271. The money-lender’s methods of business and system of accounts 
Methods ot Bdsi- are simple enough. If goods are given on credit,. 

SEaa - an entry in the shop-keepers book, about the 

accuracy of which the borrower seldom, if ever, cares to satisfy himself, is- 
sufficient. When cash is paid, the money-lender’s book is generally the 
only record of evidence of debt. Loans are sometimes given on mutual 
trust without any writing, but generally a promissory note or bond is 
taken from the borrower. When ornaments are pledged, a receipt is 
usually given. The other forms of loans are mortgages and sale deeds. 
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Sale deeds are often conditional, the oral arrangement between the 
creditor and the borrower being that the land is to be retransferred on 
repayment of the debt. Possessory mortgages are common in some 
places, such as the coast land in Gujerat, and rare in other areas such as 
the Kamatak. In some places, such as Dharwar, mortgages without 
possessiou are preferred by the creditors as in cases of dispute debtors 
have often contested the claim of the money-lenders in courts of law, on 
the plea that having had the possession of the land they have partially 
or wholly recovered the debt from the income. 

Whether the loan is taken for a productive or unproductive purpose is 
a matter in which the creditor is not interested. Nor is he concerned 
with the manner in which the loan is spent. Interest is seldom paid 
regularly and the period of repayment, even if fixed, is not considered 
binding on the borrower. So long as the money-lender considers that 
there is sufficient security, he does not mind the delay in repayment. 
Often it suits him to wait. Thus interest is added to interest until the 
total reaches so high a figure that recourse to law' court is necessary. 
In the old days, computation of accumulated interest was limited by 
custom (dam dupat) to a hundred per cent. Under the modern law the 
canons of custom have given way to the rules of arithmetic. Interest 
is allowed to accumulate without limit and although the courts still apply 
the rule of dam, dupat in some cases, instalments of interest previously 
paid are not taken into account. 

272. The village money-lender generally carries on business with 

his own capital, but, if necessary, he borrows from 
the town sowcar or indigenous banker. His capital 
is, as a rule, limited and fully invested. Our inquiries show that scarcely 
any surplus remains uninvested except that, in Sind, when some money¬ 
lenders have a surplus in hand, they sometimes invest it in hundis. 
In some cases surplus fuuds axe deposited in banks or invested in local 
trade and industry. 

273. Loans in kind are not as common as before, but the intensive 


inquiries carried out by ns show that advances are 
’ 5 ’ 1 ’ " ' ‘ still made as well as recovered in kind. The village 
sowcar combines trading with money-lending. He generally keeps a 
retail shop and the villagers buy from him articles of daily necessity, 
mostly on credit. He is also a purchaser of local products and a dealer 
in imported articles. In some places he also acts as commission agent 
to the money-lender or merchant and transmits the harvested 

crops to him. He also serves as a marketing and selling agent to agri¬ 
culturists. Having thus a hold on the borrower’s income, he gives loans 
to him of seed and other requisites and is able to recover his dues at 
harvest time in the shape of produce. On this he reaps a profit twice, 
firstly, from the producer, to whom he has advanced the loan, and 
secondly, from the consumer, to whom he sells on credit. 


274-. Dealing with an indigent population, the sowcar charges interest 


Rate or Interest. 


at the rate of 12 to 25 per cent, or even more. 
The rate of interest varies from district to 


MO t o—14 
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district and from season to season, in accordance witli the need of the 
borrower, his credit position and the nature and value of the security 
offered by him. In some areas the so-wcars run considerable risks as they 
advance loans on very small or no security. They, therefore, charge 
high rates of interest and impose rigorous conditions requiring 
the borrowers to sell produce or finished articles to or through 
them. In other eases the economic condition of the borrower may 
be better so that the rate of interest and other conditions attached to 
loans would be less rigorous. Without extensive detailed inquiries 
an arithmetical analysis of the situation concerning the terms of 
advances is not possible, but. a few broad tendencies revealed by 
inquiries made by us and previous inquiries by others may be noted. 

Inquiries conducted by Dr. Mann in two dry villages of the Deccan 
showed that the general rate of interest varied between 12 and 24 per 
cent., the rate rising in exceptional cases to 75 per cent.* Evidence before 
us largely confirms these results. The majority of the witnesses put the 
rate between 12 and 25 per cent, and this appears to be the rate prevailing 
in the major portion of the Province, the two notable exceptions being 
Gujerat where the minimum rate is 9 per cent, and Sind where 
the maximum is as high as 50 per cent. Investigations made in Konkan 
bv Mr. V. G. Eanade placed the limit between 9 and 30 per cent.t, while 
according to the investigations into the financing of cotton made 
under the instructions of the Indian Central Cotton Committee the rate 
fluctuated between 9f and 50 per cent., 8 per cent, of the loan being 
borrowed at rates above 25 per cent. 

Intensive inquiries carried out by us in selected villages in the Broach 
and DharwaT districts show that in Broach the rate of interest ranged 
between 6| and 12 per Cent., rising in a few cases to 25 per cent,, whereas 
in Dharwar the rate varied between 12 and 25 per cent. In middle 
Gujerat, according to the investigations of the. Indian Central Cotton 
Committee, the rate varied between 9 and 12 per cent. In Khandesh 
it ranged between 12 and 18 per cent., whereas in Sind the sowcars levied 
between 18£ and 37| per cent, besides exacting personal service from the 
debtors, e.g., repairing the sawcar’a shop or house, carrying his goods on 
their camels and cultivating his land without remuneration. 

In the light of the results of the various investigations, checked 
by the inquiries made by us and the evidence placed before us, 
a few general inferences may be drawn concerning the rate, of interest 
prevailing in the different parts of the Province. The *** is the 
highest in Sind, lower in the Konkan, the De%can, KhandeSTt and the 
Karnatak, and the lowest in Gujerat. While the rate generally varies 
between 12 and 24 per cent, in the Konkan, the Deccan, Khandesh 
and the Karnatak, it often rises to 50 per cent, in Sind. As a matter 
of fact, the Central -Cotton Committee’s investigations showed that 
nearly 25 per cent, of the loans in Sind were borrowed at rates exceeding 
25 per cent., while three of the witnesses, who gave evidence before 
us in Sind, put the range between 18 and 50 per cent. In Gujerat 

* Land anti Labour in a Deocan Villager 

t A Social and Economic Survey nf a Konkan Village, 
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the Cotton Committee’s investigations showed that nearly 65 per cent, 
of the amount borrowed was at the rate of 9£ per cent, and the evidence 
given before us in Gfujerat placed the rate between 9 and 15 per cent. 
Money is thus cheapest in Gujerat and dearest in Sind. Another fact 
that emerges from this survey is that while the rate of interest generally 
varies between 12 and 25 per cent, it is often much less on loans secured 
by land or other kind of property, viz., about 12 per cent. In the case 
of villages surveyed by Dr. Mann and Mr. Ranade the average rate of 
interest on money raised on land was about 14 per cent, against about 
23 per cent, on loans on personal security. In regard to the villages 
in the Dharwai district, surveyed by our investigators, however, we find 
that the difference is not so great 


Average rate per cent. of 
interest on money 

Bhadrapur 

c , Advisoma- 

Saneur 

e pur 

Khanapur 
Deli (north 
of Narbada) 

Sajod 
(south of 
Narbada) 

raised on land 
Average rate per cent, of 
interest on money 
raised on personal 

13 

lfi 25 

12 

9 

security 

18 

IB 27 

IB 

12 


Sangur and Advisoniapnr are villages where, save in a few cases, loans 
are received on personal security. Advisoniapnr, which shows the 
highest rate of interest, is situated in a tract known as “the region 
of decay.” The co-operative movement has made very little progress 
in the tract and the general economic level of the people is very low. 

The rate charged in most places on loans advanced against the security 
of gold and silver ornaments is 9 to 12 per cent. Our inquiries in 
Dharwar villages, however, brought to light several cases in which the 
village money-lenders charged interest at the rate of 18| per cent, to 
25 per cent, even though the loans given by them were secured by pledge 
of ornaments. These eases may be regarded as exceptional. The 
general tenor of evidence shows that for secured advances the rate of 
interest is lower. Small, unsecured short term loans were advanced 
at rates approaching 75 per cent, and even 150 per cent., most of these 
transactions being loans from Pathans whose interest charges are 
known to be unconscionably high in all parts of the Province. 

The rates of interest also differ according to the occupation or social 
standing of the borrower. For instance, a witness from Skolapur stated 
that whereas the rate of interest for loans to agriculturists varied between 
12 and 24 per cent., artisans were charged interest at the rate of 9 to 15 
per cent. only. Similarly, the Kaliparaj classes in GUjdStt did not share 
the general benefit of a low rate- of interest which the superior classes 
of people enjoyed and were charged from 18 to 50 per cent. 

275. We append a statement embodying a few eases of borrowing in 

_ „ the Dharwar villages. This statement will illustrate 

Typicai Cases. , . , . . r 1-11 , ., 

the various objects tor which loans arc raised, the 

different methods and forms of advance, the practice of taking bonds for 
amounts higher than those advanced, the nature and variety of securities 
taken, the diversity of mortgage and sale deeds, the rates of interest 
charged and the extraordinary conditions imposed in some cases. 
mo x R—14 a 
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Cases of borrowing in villages surveyed, 


Serial 

Amount borrowed 

■ 

Signed 

Rate of 

Purpose of Loan 

No. 

Cash 

In kind- 

for 

interest 

■ 

1 

Ra. 

2 bags Ragi. 

Rs. 

1 bag to be given 
at or after 
harvest. 

Domestic expenses.. 

2 

112 


" 


Weeding 

3 

400 


800 

25 Per cent. 

Purchase of bulls ., 

4 

700 


3,800 

12 

Domestic expenses.. 

5 

22 


Nil 

150 

To buy leather for 
making sandals. 

6 

180 

.... 


24 

To buy seed and to 
repay petty debts. 

7 

50 


irui 

200 

24 

and ior general 
expenses. 

Domestic expenses.. 

8 

1,250 


1,250 

m „ 

To clear up trade 
losses. 

8 

64 


64 

. 

Domestic expenses.. 
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in the Dha/rwar District. 


Security for 
debt 

Other conditions 

Remarks 

Personal fl 

l 

Failure to pay interest in 
kind, which ia called 
! Vata, makes the debtor 
liable to Vata on Vata 
also. 


A contract deed. 

Should give 14 bags of 
paddy at harvest time, 
i.e., 4 months after loan 
was taken. 

These loans are in the nature of forward 
sales. 

Promissoryi 

Note. 

The amount is to he re¬ 
paid in three annual 
instalments with in¬ 
terest. 

Ou the date for payment of instalment 
the creditor’s servant comes for 
recovery. If recovery is delayed, he 
sits at the door and must be fed. If 
payment is still delayed, other ser¬ 
vants come who also have to he fed 
till payment is made. 

l’romisamj' 1 

Note. 


Original debt 700, Renewed 5 times 
every 3 years, the last promissory 
! note was passed for Rs. 3,800. 

Personal 


Shows the extortionate rates of interest 
that depressed class people pay even 
for loans for productive put poses. 

Gold ornaments. 


Even pledge of gold is no consideration 
in easing the interest rates when need 



dominates. 

Mortgage of 

house. 

• 

One year’s interest, 11s.12, 
recovered from Re. 50 
advanced. 

The debtor had to spend Re. 9 for pur¬ 
chasing the stamped paper and other 
expenses. This case illustrates the 
' extent to which documents for higher 
amounts are taken and deductions are 
made. 

Sale deed 

The land was to be re- 
conveyed if payment 
was made within 4 years. 

The period ha-s passed and the sale hag 
become absolute. 

Lease deed in 
■which pay¬ 

ment of rent 
for 6 years in 
advance is 

acknowledged. 


These lease deeds are displacing usu¬ 
fructuary mortgages both because they 
involve less trouble and expenses. 
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The village money-lender also finances cottage industries. Often the 
loans given to artisans are subject to the condition that ali the goods 
should be sold to him at prices fixed by him. The artisan is thus made 
the financier’s bondsman. Sometimes, the sowmr furnishes the materials 
and the artisan has to make over the finished products to him; taking 
such return for labour as the sowmr apportions. 

276. The sowcar’s own difficulties may also be mentioned. As stated 

in paragraph 3, the institution of law courts has 

The Money-mho- strengthened his position as compared to what it 
eb’s Difficulties. was in pre-British days, but the advantage is offset 
by the cost of litigation and the law’s delays. 
Moreover, as a rule, the sowcar is allowed by the courts a much lower 
rate of interest than that stipulated in the bond, repayment is spread 
over a number of small instalments and it takes a long time before 
decrees are executed. These handicaps react on the borrowers as a 
class, as the sowcar regulates his dealings so as to indemnify himself 
against all such losses. We have already called attention to the 
desirability of removing these difficulties in paragraph 238 of Chapter XII. 

277. What has been said above concerning the methods of business 
and the nature of transactions of the village money¬ 
lender applies to the town sowmr except that his 
operations are usually on a larger scale and the rate 

of interest is not so high as in villages. In his dealings, however, with 
small craftsmen and wage-earners, the. rate of interest is necessarily high. 
Like the village money-lender be also combines shop-keeping, trading 
and agriculture with his calling. 

278. Agriculturists having surplus funds play no small part in rural 

finance as a credit agency. In Sind, after the sowcar, 
The Agriculturist the zemindar is the most important financier of the 
agriculturists. But these brother-cultivators, instead 
of being a blessing to the cultivators, often prove 
more exacting than the ordinary sowcar. Whilst lending money they 
have generally an eye to the land, and they eagerly seize the opportunity 
to pounce upon it. The agriculturist money-lender usually lends seed 
secured against future crops or cash against the security of land, taking 
mortgages or sale-deeds. The rate of interest he levies is nearly the 
same as that charged by the sowcar. There are, of course, exceptions ; 
when a considerate landowner lends money to his tenant or servant, the 
terms of the loan are often much easier. 


The Towx MONEY¬ 
LENDER. 


Monmy-lendek. 


279. 


The 

Warae, 


Lending against the security of gold and silver ornaments is 
Choksi os considered everywhere a safe and paying proposi¬ 
tion. Some money-lenders, therefore, concentrate 
on this class of business. Often they repledge to other shroffs ornaments 
pledged to them, themselves paying interest between 6 and 9 per cent, 
and levying interest at rates varying from 9 to 12 per cent. The most 
notable of this class of money-lenders arc the choksis in Gfujerat and the 
sarafs in the Deccan. They usually deal in gold and silver and play 



the part of pawnbrokers by lending money on pledge of gold and silver 
ornaments. The rates of interest charged are fairly easy, compared with 
those charged in the Karnatak and other parts of the Province. 

280. Persons wishing to earn interest on their surplus capital also 
Miscellaneous take to money-lending. Most of them lend money 
Lenders. oidy Ti0 those whom they know fairly well and on 

good security. The security generally favoured is land or ornaments. 
This form of investment of surplus money is so easy and sate that 
a heterogeneous class of money-lenders has sprung up in various towns and 
villages, composed of moneyed men and women, pleaders, pensioners, 
salary earners, goldsmiths, small traders, artisans and even wage 
earners. 


281. Amongst other shroffs the most conspicuous are the Multanis. 

. ,, For reasons given in the last chapter we have 

Other Shroffs. , , . * ,. in 

included a description of their operations m that 

chapter, although according to the definition adopted for the purposes 

of this inquiry, many of them remain outside the category of “indigenous 

bankers.” These shroffs finance people by buying or discounting their 

hundis. Their share in the finance of trade and industry of the Province 

is so important that we have had occasion to refer in several chapters to 

their activities. There is no need, therefore, to say anything more about 

them here. They are not the only financiers who lend money by buying 

hundis. Amongst the miscellaneous class of moneyed persons in Sind 

who have taken to the business of money-lending are some wealthy 

persons who give loans to parties known to them and whose hundis 

they can readily accept. Their operations are, however, confined 

strictly to a small clientele whose hundis they purchase at moderate 

rates of interest. 

282. The merchant, or the adMya, sometimes lends money to the 

grower of commercial crops or to the artisan on the 

Merchant, Com- understanding that his crops or finished products 
mission Agent or , , , , ,, . , 

Hal at., should be sold to or through the lender. The rate 

of interest varies from 9 to 12 per cent. The 

agriculturist, or artisan debtor, is in several cases thus bound hand and 

foot to the creditor. 


Wholesale merchants finance retail merchants and dalais, and these in 
turn finance the small traders. Wholesale merchants cither sell goods 
on credit or advance, loans to small traders, as mentioned in Chapt er VIII. 
Usually the local sowcar is himself the dalal or agent. In some 
cases trading is subsidiary' to money-lending, while in others money- 
lending is subsidiary to the main business. 

Gin owners also take a little part in financing agriculture, sometimes 
on condition that the borrower sells his crop to the lender or gets 
it ginned at the lender's factory. 

There is a general impression in several quarters that some export 
houses finance agriculturists through their dalais . We have not 
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had, however, any authentic evidence on the subject. On the contrary, 
the results of our inquiries point to the conclusion that these firms 
do not directly or indirectly advance loans to agriculturists and this 
is borne out, as regards finance of cotton, by the investigations of 
the Indian Central Cotton Committee. It is probable, however, that 
the loan transactions of those commission agents, or dalals , who 
are financed by the firms, and who also do money-lending business 
as stated above, have given rise to the impression that the export houses 
have their hand in rural finance. We have seen in Chapter VIII that 
these houses do finance merchants and commission agents. So far as 
internal trade is concerned, the funds of the big houses to a certain 
extent find their way to the various bazars through the agency of the 
commission agents and dalals. 

283. In Chapter XII (Legislation and Legal Procedure) we have dealt 

fully with the question of controlling the operations 
Legislation AND °f money-lenders and the introduction of a system 

of registration and licensing. For the reasons 
stated in that chapter we do not support the proposal for licensing money¬ 
lenders, but suggest that there should he legal provisions for the regula¬ 
tion of their accounts. 

284. The question of the Pathan money-lenders formed part of the 

Paths.n Money- subject matter of the enquiry entrusted to us. The 

lenders. Bombay Riots Committee of 1929 also called attention 

to it as a subject deserving special consideration and suggested that we 
shoitld investigate the question. In most of the districts which we visited, 
we received evidence about the alarming manner in which the Pathans 
carried on money-lending business. We also collected information from 
various district magistrates and the Commissioner of Police in Bombay 
to ascertain the extent of business carried on by these people, the terms 
on which they advanced loans and the methods adopted for recovery. It 
appears from the information received by ns that except in Kanara and 
in parts of Sind, the Pathan is to be found in small or large numbers in 
all the parts of the Province. In Sind he sells articles on credit and does 
actual money-lending business. The Pathan’s business is confined more 
to particular classes of people than to particular tracts. Nevertheless, 
it can he said that industrial towns, where there are large classes of 
indigent people, backward tracts and famine zones constitute their 
sphere of operations. Poor wage earners such as factory workers, 
menial servants, peons, low-paid clerks, aboriginal tribes, depressed and 
backward classes form their usual clientele. Sometimes men in a better 
position, such as railway servants receiving good salaries, also invoke 
their assistance. Except in a few tracts such as Shahpnr in Thana 
district and parts of Gujerat where cultivators belong to Kaliparaj 
classes, the agriculturists as a class do not resort to these Pathan 
money-lenders. 

The Pathans advance any amount from Re; 1 to Rs, 500, but their 
usual limits are from Ra. 5 to Rs. 50. The rates of interest are very 
high, two annas per rupee per month being very common, while in some 
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cases the rate rises even to 360 per cent. Default in payment leads 
to levy of penal interest , The period of repayment varies from one 
week to three years, hut most of the loans are for short periods ranging 
from one week to three months. Promissory notes and signatures 
or thumb impressions in khata books are the most common forms of 
acknowledgment obtained from the debtors. 

Recoveries are made regularly and punctually. In cases of default 
the Pathan uses force to make recovery. He seldom resorts to law courts 
as abuse, threat, intimidation, obstruction, violence and even other ques¬ 
tionable means of recovery answer the purpose equally well, probably 
better, so far as he is concerned. Even when criminal force is used 
against the debtors,the poorer classes of population are so much terrorised 
that complaints against the Pathans for the use of force are seldom filed. 
We are informed that three Pathans were bound over under ChapterVIII 
of the Criminal Procedure Code in the Kolaba district and that two 
complaints were received in another district in which the accused were 
convicted and sentenced. The capital invested by the Pathans in this 
province ranges according to the estimates furnished to us from 
Rs. 4,000 in Ratnagiri and Bijapur toRs. 1,00,000 orRs. 1,50,000 in 
Ahmednagar and East Khandeah. 

In considering the question of money-lending by the Pathans, one has 
to remember that they deal with classes of people who have practi¬ 
cally no credit and to whom even the village money-lender refuses to 
make any advances. The sums advanced by the Pathan are usually 
very small in amount and given for temporary accommodation. The 
lender runs a great risk of losing his money and has naturally to charge 
a higher rate of interest than that prevailing in the tract. It is, however, 
not so much to the high rates of interest, and these are undoubtedly 
exorbitant, that the objection againsFthe system of money-lending by the 
Pathans lies. It is the means and methods that he uses for the recovery 
of his dues that are objectionable. Assaults, insults to debtors, both 
men and women, intimidation and wrongful restraint are some of the 
measures adopted. Actual cases of violence may not be many, but the 
methods employed are such as to keep the borrower in perpetual fear 
of being victimised. Should wrongful methods of recovery be resorted 
to by the Pathans, the best course would be to prosecute them. This, 
if possible, would be certainly one way of checking the evil, but the 
people who deal with him are so ignorant and are so terror-stricken that 
they scarcely dare file a complaint against them. The result of the action 
recently taken in Kolaba is reported to be very salutary. Some of the 
Pathans are reported to have closed down their business in the district 
after proceedings were taken against the three Pathans. We think 
that it is very necessary for district authorities to watch the conduct of 
the Pathans engaged in money-lending, especially in tracts where the 
population is backward, and take, whenever necessary, the initiative in 
prosecuting the Pathans where they are found harassing the people. 
It would.be too much to expect the oppressed to Come forward to file 
complaints of their own accord. Even when Government take the 
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initiative, evidence may not he forthcoming against the Pathans owing 
to the fear engendered in the minds of the injured parties. We suggest, 
therefore, that where complaints about oppression by Pathans are 
common and no proceedings can be taken against them under the ordinary 
law, Government should take action under section 3 of the Foreigners’ 
Act* or under some special legislation and deport such money-lending 
Pathans as are found to be a menace to society. A few such eases of 
deportation will have a very wholesome effect in curbing the evil. 



CHAPTER XV. 


Miscellaneous . 

285. In any survey of the credit organisation of a country the question 

Uakkuto Law. tanking legislation ought to receive careful 

consideration in the light of the experience gained 
concerning existing and defunct institutions. In India the problem 
assumes greater importance as it is not a matter merely ol taking 
precautions against unsound banking, the necessity for which may have 
been felt in the past, but also a question of popularising the banking 
system, cultivating the banking habit, promoting thrift and inspiring 
confidence in the stability of banking institutions. The question of 
banking legislation was beyond the purview of our inquiry, it being one of 
the subjects reserved for the Central Committee to investigate. We did 
not, therefore, call for evidence on the subject and received no suggestions 
except incidentally from one or two quarters. The Bombay Shareholders 5 
Association particularly called our attention to the need for special 
banking legislation, but we did not pursue the matter further in the 
course of the oral evidence of the representatives of the Association. 
We find, however, from the standard framework for the Provincial Com¬ 
mittees 5 report settled by the Central. Committee and received by us after 
our examination of witnesses had been concluded that the Provincial 
Committees are expected to deal with the question of banking law and 
amendment of Jaw relating to banking practice. In the circumstances 
we can do no more tlian offer a lew general observations on the subject. 

Banks in India are at present governed by the Indian Companies Act 
some of the sections of which impose certain obligations on banks concern¬ 
ing registration and maintenance of registers of shareholders, the keeping 
and audit of accounts, the preparation of balance sheets 'and the 
publication of balance sheets and statements of affair's in prescribed form. 
There are no specific provisions for the conduct and management of the 
business of banks. The Imperial Bank of India is governed by a special 
Act, viz., the Imperial Bank of India Act, which imposes various 
restrictions on the activities of the Bank, having regard to the fact that it 
occupies the privileged-position of acting as bankers to Government. 
The exchange banks are not required to be registered in this country and 
they are not therefore subject to the same provisions of the Indian 
Companies Act as are applicable to banking institutions incorporated in 
India. With the growth of Indian joint stock banks much experience 
has been gained concerning defects in organisation, supervision and 
management. Particularly, after the bank failures in 1913, which 
brought many defects to light, the desirability of imposing certain 
restrictions on banks has received considerable attention and suggestions 
have frequently been made to provide legal safeguards for protecting 
depositors as well as the banks themselves. Since the year 1913 there have 
been several cases of failures of Indian banks incorporated under the 
Indian Companies Act. Such failures are apt to shake the confidence of 
the investing public in credit institutions, especially when the failures are 
due to fraudulent management. 



286. There appears to be a consensus of opinion that the use of the 

term “ bank ” should be restricted to institutions 
Ba ^™ s1TI0N of a doing banking business proper. As stated in chapter 
XIII, the term “ banking ” has defied all attempts 
at definition, but according to the accepted interpretation of the term 
a bank includes “ every person, firm, or company having a place of 
business where credits are opened hy the deposit or collection of money 
or currency, subject to be paid or remitted upon draft, cheque, or order, or 
where money is advanced or loaned, or stocks, bonds, bullion, bills of 
exchange or promissory notes are received for discount or sale.” 
Banking essentially means dealing in other people’s money, but the 
term is often appropriated by money-lenders who do not receive deposits 
and by persons who combine with the business of receiving deposits and 
making advances other business not ordinarily associated with or included 
in banldng. It is, therefore, necessary to provide hy law that the use of 
the term “ bank ” should be restricted to a person, firm or institution 
registering itself as a bank and doing exclusively what is ordinarily 
understood as banldng. 

287. All the organised banks, Indian as well as non-Indian, carry on 
ViiKACtiAi their business in English, cheques and pass- 

Sompts. hooks are printed in English and, w ith the exception 

of the co-operative banks and a few joint stock banks which recognise 
cheques and signatures in the vernacular script, the use of vernaculars is 
discouraged. It is obvious that in a country -where few can read and 
write English such a policy is bound to retard the progress of banking. 
We propose to deal more fully with the question in the next chapter in 
connection with the problem of investment habit and attraction of 
capital. 
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CHAPTER XYI. 

Investment Habit and Attraction of Capital. 

288. When comparisons are made between the number of banks and 

their transactions in this Province and in a province 

Obowth of the or state of similar size in Europe or America, one 
IstibotmHabit ^ i s apt to take the superficial view that the bank¬ 
ing and investment habit is of very slow growth 
in this Province. This conclusion would not, however, he warranted 
by the facts of the situation, for it fails to take into consideration the 
large volume of business carried on by indigenous bankers in every 
nook and comer of the Province and ignores the slowly growing 
banking business of co-operative societies and banks. 

The development of banking in any community is dependent on 
its progress in education, its ability to save and invest, the stability of 
its currency system, the expansion and contraction of credit in response 
to the demands of trade, industry and agriculture, the facilities available 
for the safe keeping of savings, and lastly, on the degree of confidence 
inspired by its credit institutions. In the chapter on “Agricultural 
Credit ”, we have emphasized the value of the diffusion of general educa¬ 
tion in building up a sound and stable system of credit. What is true 
of credit is equally applicable to the growth of the investment habit 
and the attraction of the savings of the people for productive employ¬ 
ment. Where education is more general, as in urban areas, capital is 
not, as a rule, shy and can be attracted, provided facilities for invest¬ 
ment are developed. This is borne out in this Province by the large 
volume of financial support extended to joint stock organisations, 
Government securities and postal cash certificates, and by the 
experience of joint stock and co-operative banks. Indian joint stock 
banking has made considerable progress in this province, and co¬ 
operative urban banking has not found so congenial a field for the tapping 
of local capital anywhere in India as in this Province. We may, however, 
observe here, that even with the progress of education and the provision 
of modem banking facilities, the investment habit will not grow unless 
people possess the capacity to save. Nothing will promote this 
habit and. develop banking so effectively as measures for raising the 
earning capacity of the agricultural population. 

289. Among the agencies created fox the encouragement of thrift and 

the attraction of savings, one of “the oldest and the 
Basks' 41 ' Sav1kgs most important is the postal savings bank. Savings 
banks were first established in the Presidency towns 
between 1833 and 1835, and later on, district savings banks were attached 
to .certain district treasuries. The system of post olfi.ee savings banks 
was introduced in 1882. These banks took over the business of the 
district savings banks in 1886 and of the banks in the Presidency towns 
in 1896. The Government of India run the savings banks through their 
Department of Posts and Telegraphs, and the deposits collected by the 
banks are absorbed in their general resources. With the grant of certain 
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facilities to depositors in the year 1914, the volume of business lias risen 
considerably in recent years. The following statement shows the number 
of accounts opened and the balances held, at the end of each year during 
the ten years 1919-20 to 1928-29 in the Province, including Indian 
States. 



Year 


Number of 

Olosing Balance 





accounts opened 

Ks. a. 

P- 

1919-20 



34,568 

4,83,45,635 1 

4 

1920-31 



34,232 

4,85,15,720 13 

10 

1921-22 



33,448 

5,05,96,417 2 

11 

1922-23 



33,513 

5,33,40,269 10 

9 

1923-24* 



34,484 

5,49,79,085 10 

6-1 

1924-26* 



35,903 

5,38,63,284 12 

2 

1926-26* 



36,876 

5,35,46,120 12 

4 

1926-27+ 



42,278 

3,04,69,863 0 

11 

1927-28* 



37,408 

6,31,88,775 1 

11 

1928-29* 



54.680 

Not a vailable. 



♦The figures for these years include figures for Baluchistan also, as separate figures fur 
Sind are not available in the annual reports oil the Posts and Telegraphs for these years. 

It may be observed that the amount of deposits in this Province was 
a little more than one-fifth of the total deposits for the whole country, 
including Indian States 

The limits of deposits to be made and the total balance that can be 
held hy a single depositor were raised in 1914 from Es. 200 and Its. 2,000 
to Es. 750 and Es. 5,000 respectively, while the limit for balances in 
minors' accounts is Es. 1,000 only. Various suggestions for raising 
these limits have been made to us with a view to popularizing the system 
of post office savings banks as a means of promoting thrift. We suggest 
that the limit in respect of minors’ accounts may be raised, but we do 
not agree with the suggestion that the ordinary limits should be raised 
still further. We also recommend that persons having accounts 
should be permitted to make deposits and withdrawals hy means of 
cheques, in selected post offices. The use of the cheque in post 
office savings banks as an instrument for transfer of funds from one 
individual to another should, we suggest, be gradually encouraged. 
A small commission may be charged on such cheques on presentation 
for collection at other centres. Another facility we recommend is 
the provision for the opening of accounts in the names of two persons, 
payable to either or survivor, and for the recording of nomination of the 
heir to whom payment is to he made in the evattt of the depositor’s death. 
The present procedure for payment to heirs of deceased depositors is 
necessarily dilatory as the legal position has to be examined for all 
claimants of larger amounts, and it can be improved only if the 
foregoing suggestion is accepted. The Postmaster-General stated, in the 
course of his evidence, that his Department does not hesitate to open new 
savings bauk offices where there are fair prospects of business, but we are 
inclined to believe that the number of such new offices will increase if some 
preliminary propaganda is carried on, and if in the experimental stage in 
selected areas officers of co-operative societies or village school-masters 
serving as part-time post-masters are entrusted with the work of collecting 
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deposit* and passing them on to the nearest post office savings 
banks. 

'290. The Post Office operate the system of postal cash certificates 
Postal Cask Certj- by which Large sums are being raised in recent 
it dates. years for the finances of the Government of India. 

The system was introduced to provide an attractive investment for the 
savings of the middle classes and other sections of the population, and to 
utilize these as an additional source of credit for the Government of 
India. The scheme has been wholly successful in attaining the two¬ 
fold object Government had in view. The following figures show the. 
sales of poet office cash certificates in the Presidency proper with the 
changes in the rates at which they were available, from time to time. 

Statement showing the amount of cash certificates issued in the Bombay 
Presidency during the gems 1923-24 to 1928-29. 

Rs. a. i>. 

. 1,32,10,192 8 0 

. 1,38,07,665 0 0 

. 2,45,76,042 8 0 

. 1,85,43,300 4 0 

. 1,43,84,278 0 0 

. 1,15,49,567 0 0 

Rates for a certificate of Rs. JO- 


Rs. a. p. 

1st April 1917 to 1st April 1923 .. .. 7 12 0 

1st April 1923 to 1st April 1926 .. .. 7 8 0 

1st April 1926 to 1st July 1927 .. .. 7 12 0 

1st July 1927 to 1st August 1929 .. .. 8 0 0 

From 1st August 1929 .. . • 7 12 0 


Some suggestions have been made to us with a view to encouraging 
this form of investment. Of these, the only one. we approve of is the 
introduction of a system of nominations as proposed for savings hanks. 
There is considerable divergence of opinion regarding the suitability of 
the rate of interest paid on these certificates ; a few witnesses urged an 
increase, while a large majority held that the rate now earned was so 
high as to divert a good portion of the surplus capital to this form of 
investment, at the cost of deposits with organised banks aud indigenous 
bankers. There were some witnesses who went so far as to propose the 
withdrawal of the system. We are unable to accept this view inasmuch 
as the system has had valuable results in drawing out, for remunerative 
and safe investment with the State, the savings held by individuals in 
urban areas. We hold that the terms on which the cash certificates are 
issued are now comparatively high and set up a competition on unfair 
terms with banks and bankers ; we would suggest a lowering of the 
yield so as to keep it on a par with the prevailing yield on Government 
securities. As few changes as possible should be made in the rate of 


1923- 24 

1924- 25 

1925- 26 

1926- 27 

1927- 28 

1928- 29 
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interest which should be fixed, like the rate of interest payable on post 
office savings banks. 

The classes of population taking advantage of the two systems 
described above are mainly the educated middle classes, Government 
servants, men in the professions and other individuals with fixed 
incomes, as well as some petty indigenous bankers and sowcars, and only 
occasionally the landed proprietors. While agriculturists are not gene¬ 
rally among the depositing classes they are indirectly affected by the 
system, for it has been represented to us that had these resources not 
been drained away for the use of the Central Government, they would 
have been available, at least in part, for investment for the benefit of the 
agricultural classes and for the finance of local trade and industry 
through co-operative banks or indigenous bankers. 

291. We recognise that with three different authorities—local, 
provincial and central—anxious to raise funds by 
Us s op Savings. borrowings from the general public, there is bound 

to be some overlapping in their operations and even 
conflict of interest. It is also inevitable that out of the savings of the 
people available for investment in a local area, some portion will be 
drawn outside the area, but such free circulation of capital cannot he 
objected to as it is generally conducive to national development. Essen¬ 
tially, the national and the local interests are identical; and the only 
precaution that is necessary is to secure that local works of public 
utility and local banks and bankers are not starved of funds. From 
the evidence recorded by us, we are, however, convinced that the diver¬ 
sion of funds outside the districts has in some centres gone too far, and 
the pinch is beginning to be felt seriously by local trade, industry and 
agriculture. We have already suggested that the rate of interest pay¬ 
able on cash certificates should be reduced, and we anticipate that this 
will have some effect in checking the flow of investment in that channel. 
That step, however, is not, enough; and with a view to utilising the credit 
of the State to cheapen the cost of credit for agriculture, we have already 
recommended in paragraph 93 that a part of the amount collected by 
Government through the post office should be placed at the disposal of 
co-operative societies, or be advanced as tayavi to individuals. 

In view of their policy of borrowing from rural and urban areas under 
the jurisdiction of local and provincial authorities, the Central Govern¬ 
ment incur a certain measure of responsibility for seeing that the local 
population have the benefit of the general savings of the community for 
their economic development. Hence, in addition to the recommendation 
made above, we suggest that the Provincial Governments should have 
a claim on the Central Government for cheap funds for the development 
of agriculture, trade and industry and for the grant of loans to public 
bodies such as municipalities and local boards on reasonable terms. 

292. Another method by which Government meet their “ways and 
means ” requirements is by the issue of Treasury 
TSAsiTKY ills. Bills. This is a system of borrowing well known 
in England and introduced here first during the period of the War. It 



225 


has been revived in recent years, with this modification of policy that 
these bills are now issued throughout the year instead of in the slack 
season when they are useful to the money-market in drawing away 
and utilising the seasonal surplus funds in banks and with bankers. The 
borrowings are now not on a short-term basis, as was the original praotice, 
but bills of nine or twelve months’ maturity are becoming almost a nor¬ 
mal feature of Government financial operations. And, of late, the rates of 
interest have been higher than are justified by the conditions of the money- 
market and naturally have the effect of diverting investments towards 
this channel. The result is that higher rates have to be paid on banking 
deposits, and, as a further consequence, the terms on which credit is 
made available for trade and industry have to be raised unduly. These 
features of the system, if persisted in, are, in our opinion, likely to hamper 
the growth of deposit banking and may, in the long run, even affect 
the lending operations of banks which would be. inclined to prefer this 
safe investment with Government at high rates of interest to advances 
on usual terms to their own customers. As the system of treasury 
bills is chiefly intended for the larger investors in centres with 
money-markets of their own, we do not recommend the adoption of any 
measures for making the issues popular among the investing classes in 
upcountry centres. 

293. The existing facilities for investment in Government securities 
are, we believe, sufficient, but we recommend the 

Investment is opening of Public Debt Offices in Karachi and 
*£■“" SElcuEt ' Ahmedabad. both of which are centres of consider¬ 
able financial importance and at which there is, we 
understand from the evidence tendered to us, a fair volume of dealings 
in Government securities- These two centres may also be authorised 
to issue treasury bills at the advertised rates after acceptance of tenders. 
Onr attention was called by some witnesses to the slight setback to 
the popularity of Government securities issued in the form of scrip 
transferable by endorsement, caused by certain recent fraudulent trans¬ 
actions where endorsements were forged. It is open to investors, if they 
so prefer, to apply for stock certificates, and bearer bonds may be issued, 
as was the practice when War Loans were floated, to those who do not 
mind the risk involved in keeping securities in that form. But the 
transferable bond will remain the most popular scrip and the only sugges¬ 
tion we have to commend to the notice of Government is that interest 
coupons should be attached to the bonds and that the procedure for 
renewing notes, issuing bonds of smaller denominations, endorsing for pay¬ 
ment of interest, or changing enfacement is simplified and speeded up at 
the Public Debt Office. Banks may help better than they do at present 
in popularizing investments in securities by reducing their charges for 
safe custody, for purchase and sale of securities or collection of interest 
and by offering attractive terms, as the Imperial Bank of India occasion¬ 
ally does when the issue of new Government loans is announced, for 
purchase of the loans in instalments. It was the practice for Govern¬ 
ment when subscriptions to new issues were invited during the years 
of the War, to attach a post office section intended for investment by 

mo y_5—15 
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persons of small means, particularly in upeountry. centres. This 
practice may he revived, and the new issues advertised by means of 
vernacular posters put up at all public buildings in the districts. The 
use of vernacular figures on the body of the bonds would also be an 
attractive innovation. 

294. We have referred above to the important part played by co¬ 
operative societies in promoting thrift and develop- 
Ix vestment of ing the habit of investment. Deposits with 

operative IN SooiE- co-operative hanks and societies serve the double 
ties. purpose of encouraging savings and of making funds 

available for the finance and marketing of agricultural 
produce and for cottage industries. The following table gives 
information about the funds raised through various means by different 
types of societies on 31st March 1929-:— 


r 

Deposits 



Stares 

Ba. | 

23,00,263 

84.75,019 

41,80,024 

: 

Members Members 

Total 

Agricultural Societies .. ' 

Non-Agricultural Societies .. 1 

Central and Provincial Banks 

Bs. Rs, 

76,94,559 43,25,534 

1,73,49,674 54,55,706 

2,42,55,948 

Bs. 

1,43,20,356 

3,12,80,999 

2,84,35,972 

Pew co-operative banks in this Presidency liave introduced the system 


of home savings boxes. In Bombay City, there have been started in 
recent years some thrift societies, which do no other business than the 
collection and investment of the savings of members. The usefulness 
of co-operative hanks in the promotion of the investment habit lies in 
this, that while deposits with a State savings bank are drawn away for 
being absorbed in its general resources, the co-operative organisation 
enables a productive use being made, in a local area, of the savings of the 
local,community,and there is the further advantage that these operations 
are conducted by an agency responsible to the local organisation and 
enjoying direct touch with the people. We would, therefore, like co¬ 
operative societies and banks to explore all avenues for drawing to them¬ 
selves the savings of the small man by offering attractive alternative 
plans for savings deposits, such as are promoted by the National Savings 
Associations in England. Village societies, when not in a position or not. 
authorised to accept deposits from the general public, should, when¬ 
ever possible, be encouraged to function as collecting agencies for their 
central banks. 


295. Joint stock banks, including in this category the exchange banks, 
Savings with P^y an equally prominent role in the promotion 
Banks and cthek of thrift, but their field of effort is limited practically 
Agencies. to the metropolis and to the larger centres of popula¬ 

tion such as Ahmedfsb&rl, Karachi, Poona pr Surat, Moreover, owing 
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to the size of their operations they generally find it difficult to get into 
touch with persons of small means. If 5 within city limits, they open 
small branches they may be able to widen the field from which they 
attract capital. This Province contains some of the largest joint stock 
companies in India, formed for purposes other than banking, and the 
shares and debentures of some of these companies afford attractive 
investment. It is also the practice for several industrial concerns, 
especially textile mills, to receive fixed deposits from the general public 
and the sums so invested are substantial. We would note here that there 
is an obvious danger to depositors if such deposits are used for other 
thau current purposes. 

296. Several interesting suggestions were placed before us with a view 

to extending the facilities for investment of savings 

Extension op and for drawing out savings from different 
Investment. classes of the community. One of these was 

the issue by Government of premium bonds, 
which are a common feature of the borrowing schemes of the 
Government of France. A low rate of interest is offered on the bonds 
issued, hut large prizes are awarded annually by lot, and the chance of 
securing a handsome prize attracts investors to lend money at a lower rate 
of interest than they would otherwise be prepared to accept. With the 
introduction of an element of speculation, the circle of investors is widened 
and the net cost is lower than Government would have to pay were they 
to borrow at the market rates. We do not, however, favour the issue of 
suoh bonds as we are of opinion that the idea of attaching prizes drawn 
by lot fosters the gambling instinct and is likely, in the long run, to 
affect adversely the development of habits of thrift and investment. 

297. The formation of investment trusts was also suggested to us as a 

Investment method of encouraging the investment habit and 

Trusts. 0 f enabling the small investor to derive from the 

available investments in the local and foreign markets those advantages 
which accrue at present only to individuals or corporations that can 
spread their investments over a wide field, and secure a high return by a 
judicious policy of averaging returns. These investment trusts- have 
grown to a marked extent in England, Scotland and particularly in the 
United States of America. In England, co-operative investment trusts 
have been recently established, which, though open to all, are intended 
mainly for the small iuvestor. The maximum shareholding is limited 
andtheaccountsareaudited by public auditors appointed by the Treasury. 
These trusts meet very satisfactorily the needs of the small investor, 
who gets a good return on his savings and has the assurance that his 
capital will not depreciate in value. The basic principle of their working 
is that not more than 5 per cent, of their capital funds are invested in 
the capital or debenture stock of any single institution. Though, 
such investment trusts, if formed, would undoubtedly increase the 
scope for investment in India, We are not convinced that they are a 
practical proposition to-day, as the money-markets do not provide that 
variety of scope for investment which is essential to the successful working 
of a trust. It is true that foreign investments are open to a trust 
mo y o—15a 
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constituted in India, but considering the present credit needs of the 
country itself we would deprecate any move which has the effect of 
diverting the flow of Indian capital for investment outside the country* 


298. The object of life insurance is to teach individuals to practise 
thrift and to compel them to save periodically so 
Lue Insurance. ag to p T0V pj[c for contingencies, such as old age or 
death. These small savings of individual investors are collected and held 
for safe and profitable investment in approved classes of undertakings. 
We may ob*serve here that Bombay is the pioneer in the matter of 
insurance enterprise in India and possesses a large number of life 
insurance companies, some of which are very well established in the 
line and command substantial resources. Some of the life insurance 


companies issue policies for such small amounts as Rs. 250 but the benefit 
of even these small policies is confined mainly to towns and cities. There 
is a vast field for the spread of the operations of life insurance companies 
in rural areas and among the landed gentry. Government undertake 
through the post office to insure the lives of Government servants. 
In view of the existence of a large number of local life insurance companies 
and the willingness of these to undertake the insurance of persons of 
small means, we do not see any special need to extend the operations 
of the postal, insurance system to persons other than Government 
servants. 

299. Similar to insurance schemes in the matter of encouraging 
periodical savings are provident funds, started by 

Provident Funds, public bodies and corporations for the benefit of 
their employees. The object of such funds is to 
provide the employees on their retirement or, on their death, their 
dependants with a fairly largo sum of money. The system by which 
such a sum is accumulated is as follows : Bach employee has to set aside 
a certain fixed percentage from his monthly pay. These compulsory 
savings are accumulated and at the close of the year the employers 
generally contribute an amount which hears a certain fixed proportion 
to the employee’s contribution during the year. The whole sum together 
with the interest thereon is payable to the employee on his retirement or 
to his dependants, if he happens to die earlier. Provident funds started 
by Government and Railway administrations are governed by the Provi¬ 
dent Funds Act of 1925, one important feature of which is that 
the compulsory deposit of a member of such a fund cannot be assigned or 
charged and is not liable to attachment under the order of any Court. 
A similar privilege is given by the Bombay Co-operative Societies’ Act 
to the provident funds started by co-operative societies. The local 
Government have also the power to extend the provisions of the Provident 
Funds Act to local bodies within the meaning of the Local Authorities 
Loans Act of 1914. We have not been able to get figures about 
contributions to all the important provident funds. In some cases, the 
operations of such funds extend all over the country and it has not been 
possible to get statistics relating to this Province only. The following 
statement, however, giving information about membership and amounts 



contributed to three of such funds during the last four years, will give 
some idea of the working of these funds :— 



Number of employees 

Total amount 

Year 

contributing to 

contributed in 


Provident Fund 

Rupees 

1923-26 .. 

19,643 

16,90,862 

1920-27 

21,831 

18,01,262 

1927-28 

23,011 

19,00,662 

1928-29 

23,865 

19,47,965 


300. Owing to the needs of its industrial and commercial under¬ 

takings. Bombay has also interested itself in the 
Cattm^andCeops. 01 ^ WOl 'k general insurance and the leading Indian 

companies have their head offices in Bombay. 
These insurance companies are of recent growth, but as soon as they 
develop, we would wish these to turn their attention to the possibility 
of framing schemes for the insurance of cattle and crops. The need for 
such forms of insurance was emphasised by some witnesses, but in view 
of the experience of co-operative cattle insurance societies in other 
Indian provinces, we would not like any fresh schemes to be embarked 
upon, either by Government or by co-operative organisations, unless the 
actuarial aspects of the proposals are thoroughly investigated in a 
scientific manner. If such investigations prove that a scheme is practic¬ 
able, Government should consider whether any State help is necessary in 
the initial stages to make it a success. 

301. Non-Indian insurance companies compete with Indian 

Investment or companies in both fields of insurance, and especially 

Insueance CoMrA- in that of general insurance. As observed above, 
nibs’ Funds. these Indian companies are of recent origin. Further, 

for the insurance of articles of import and export, the non-Indian 
companies enjoy, in a large measure, the patronage of the exchange banks. 
Whether there is any discrimination, is a question which may be examined 
by the Central Committee, as our terms of reference do not include the 
operations of exchange banks. There is, however, one aspect of the 
business of non-Indian insurance companies which has a vital bearing 
on the development of the banking resources of the country. These 
companies raise large fluids in India on the insurances they effect, and 
these growing funds merge in the general resources of the companies at 
their various places of domicile. We have had no means of ascertaining 
what portion of these funds are permanently invested in India to the 
benefit of the national resources of the country. In any case, there is 
no obligation on any non-Indian company to invest a certain proportion 
of its funds in India, although we understand that Indian companies are 
subjected to such a. restriction in a number of countries. In several 
countries, companies have to deposit a fixed amount before they can open 
business. In some, the deposit is increased according to the business 
secured in that country. In other countries they have, in addition, to 
invest a certain proportion of their income from premia in the securities 
of that country. In view of the credit needs of India herself, and the 
iepletion caused in her banking resources by the withdrawal for 
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investment outside her borders of the premium income derived in the 
country we recommend that steps should be taken to secure by 
legislation that all non-Indian companies place some initial deposit with 
Government and also invest a certain percentage of their income from 
premia in India in approved Indian securities.* 

Insurance companies have a dual Tole to fill. They have not only to 
collect the savings of the community and inculcate habits of thrift, 
but they have to develop a science of investment. By a judicious lay¬ 
out of their large resources they can render valuable assistance to public 
utility undertakings and to schemes of housing improvement, land 
mortgage credit and industrial finance, and prove good guides and 
supporters of Government and municipal bodies in their loan opera¬ 
tions. Wc should very much wish to see the large and growing resources 
of Indian and non-Indian companies harnessed effectively to foster the 
development of agriculture and industries in India. 

302. In England, the formation of the National Savings Committee 
has done much, during recent years, to educate 

Savings or A am- p U blio opinion in the value and importance of 
(..'L.vrf.-.i.,. cultivating the habit of thrift and to popularize 

the various types of savings certificates available. There is a network 
of local associations which supply the driving force to this campaign. 
We believe that in this Province wider propaganda and local effort will 
be helpful in aiding the flow of savings to.co-operative and other banks 
and in drawing out capital for investment in the post office savings 
banks and cash certificates. The bulk of the population, the 
agricultural classes, will, however, not be affected by any propaganda or 
facilities for savings so long as the majority of them are poor and remain 
in a state of perpetual indebtedness. Though the authorities of the 
post office have no records showing separately deposits made by agri¬ 
culturists, the general impression is that the volume of these is negligible, 
except perhaps in a very few favourably situated tracts like Gujerat, 
wkeTe some large cultivators may have been able to save and invest. 
After the disposal of the season’s crops, agriculturists have to meet the 
dues of Government or their landlords and to pay off the debtB incurred 
for current needs as well as interest on and a moiety of the principal of 
previous debts. Out of the surplus, cultivators of the better type some¬ 
times undertake expenditure on petty works of land improvement. 
In times of plenty and in tracts outside famine zones, they may have, 
for a couple of months, temporary surpluses with local sowcars and 
occasionally with co-operative societies, to he drawn upon very soon 
either for domestic requirements or for the current needs of agriculture. 
In Dharwar, our 1 intensive inquiries show that the system of advancing 

* Mr. Buckley regrets he cannot accept the recommendation that some deposit should 
be made by a non-Indian insurance company doing business in India, coupled -with the 
reservation that a certain proportion of the premia received locally should not be remit ted 
but should remain and be invested in Indian securities. He considers as not unreasonable 
the suggestion of an initial deposit to be made by anv company desirous of doing 
insurance business here, provided the amount of such a deposit is not unduly onerous, 
but feels that any attempt to legislate that a portion of the premia funds must remain 
in India is unsound, ill-advised, and not in the interests of the country. 



Gveia small amounts to fellow-agriculturists is fairly common. The, 
purchase of a few trinkets for the women is universal. When large 
surpluses accrue, as they did during the period of high prices, purchase 
of land is a favourite method of utilizing these. Such purchases are 
often uneconomic and tend to inflate the value of land. This form of 
investment, however, is very popular among men who wish to leave to 
their sons some land which they can cultivate or lease, since land offers 
practically the only form of productive employment for the hulk of the 
population and is an unfailing source of credit. The trend of the evidence, 
both of official and non-official, was that investment in .gold and 
silver had gone down in volume and had, in some districts, become 
almost impossible, owing to changed economic conditions. We believe 
the extent of hoarding in precious metals has been exaggerated, as the 
per capita holding of gold and silver is small in value. In defence of 
this investment, it was urged that these were the most dependable 
forms in which the agriculturists had learnt by tradition to maintain 
their savings to serve as emergency resource, providing as they do 
a ready means of securing credit. 

. It has been represented to us that the. habit of hoarding and 
development of banking are closely bound up with the confidence which 
the national systems of currency can inspire in the public mind, and 
particularly so in India. It is stated that since the metallic and paper 
currency in India is not convertible into gold coins people are tempted 
to hoard the precious metals to secure a ready supply of gold. It is 
urged by some commercial bodies a\id other institutions that the 
saving and hanking habit will not bo developed unless the country has 
a full gold standard and gold currency. As this subject lies outside 
our purview we cannot discuss it here.* 

We are, however, of opinion that whatever so-called hoards may be in 
existence among the rich landed proprietors or the rural trading and 
money-lending classes can be mobilised for the enrichment of the national 
resources by introducing a system of gold certificates, repayable in gold, 
at the option of the holder. As pointed out by the Hilton Young 
Commission, the offer of such certificates would constitute a powerful 
incentive to investment and a powerful antidote to hoarding. As soon 
as it has been established by experience as a certainty that gold is always 
forthcoming for the certificates on maturity, it is to be expected that 
there will be a gradual replacement of hoards by certificates. Another 
way of economising the precious metals is the expansion of paper 
currency, and to promote its wider use we recommend the re-issue of the 
one Rupee currency note, printed on paper of good quality. 

303. The evidence we have received all over the Province goes 
to show that with the opening of new banks in 
Chmoue^Hamt ME different parts, the gradual education of the people 
in banking habits, and particularly as a result of 

* Professor Kale, Mr. V. L. Mehta and Mr. Chikodi think that the connection between 
the country’s currency system and the subject of hoarding and banking ought to have 
been prominently brought out, and that it should have been recommended to the Central 
Committee or Government to consider this aspect of the problem of banking development 
in India. 




the abolition of the stamp duty of one anna on cheques, the use 
of cheques has grown considerably during the last few years. In the 
year 1914-15, the value of cheques cleared through the clearing 
houses at Bombay and Karachi amounted to Its. 169 crores. In 
1918-19, the figure had grown to Rs. 592 crores; in the year 1924-25, 
it was Rs, 668 crores and in the year 1928-29 it was Rs. 680 crores. As 
stated in Chapter X, the removal of the stamp duty on cheques appears 
to have given a great impetus to. the use of cheques. It has been the 
experience of bankers that the removal of the duty has led to an increased 
use of this negotiable instrument, the increase in the number of cheques 
estimated in the case of the Indian joint stock banks being nearly 
30 per cent. But the effect of the abolition of the duty has been felt 
principally in the mofusdl, and particularly in the case of men with 
small accounts who naturally resort to small banks or to branches 
of the Imperial Bank of India. The figures of co-operative banks 
too prove conclusively that there has been an increase both in 
the number of new accounts opened and in the number of cheques 
issued. The removal of the duty has had the effect of inducing the 
opening of accounts by the trading classes and by indigenous bankers, 
who resented the payment of one anna every time they had to draw 
funds from their accounts. At all places where there was in existence 
some hanking organisation, we found a growing and gradual tendency 
among the commercial and banking communities to open current 
accounts with banks, particularly with a view to using these for collec¬ 
tion of cheques from other centres or for making remittances to such 
centres. Such extension of the use of the cheque can be encouraged by 
charging, as the Imperial Bank of India did till very recently, low rates 
of exchange on upcoimtry cheques ; and from this point of view we 
regret that this policy should, while our inquiry was in progress, have 
undergone a change. The levy of higher rates may be justifiable from 
the Bank’s own point of view, but it will have the undoubted effect of 
discouraging the wider use of the cheque as a means of settling accounts. 
We have already referred to this matter in Chapter X and have 
suggested the continuance of the concession in a modified form. 


304. The use of cheques among the agricultural classes in several 
places is practically unknown, though lately with the 

;kjna- - “ " • — ... - 

cular Scripts, 


Use os Verm- 0 p Cn { n g Q f branches of the Provincial and other co¬ 


operative banks the cheque as an instrument of credit 
is well understood and used by members of village societies in certain 
parts of the districts of Satara, - West Khandesh, Poona, Surat 
and Broach. The extension of the use of cheques among the agricultural 
classes in these districts has been rendered possible by the banks con¬ 
cerned adopting the policy of accepting cheques drawn, sigqed, and 
endorsed in the vernaculars, and of issuing vernacular cheque books 
and pass-books. The use of the local vernacular has also been accepted 
by joint stock banks in Ahmedabad, and is gradually coming into vogue 
in Bombay. We find, however, that the banks sometimes require 
account holders, unable to write English, to sign cheques in the 
vernacular in advance, in the presence of bank officials, it being 
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left to the former to fill in blanks as regards date, name and amount 
as necessity may arise. Where this procedure is followed,.the customer 
is generally asked to indemnify the bank against the loss that it may 
be put to owing to the negligence of the customer in taking care of such 
cheques. Such restrictions on the use of the vernacular script, involving 
as they do serious risk and inconvenience to the depositor, must cause 
great hardship and must retard the progress of banking. We are of 
opinion that the example set by banks which have recognised vernacular 
signatures and endorsements and which do not appear to have incurred 
any loss on that account should be followed by the other banks. It has 
been suggested to us that, if a customer so desires, pass-books should also 
he maintained in the vermicular. This will mean additional trouble and 
expense, but the increase in business that may be hoped for in conse¬ 
quence will perhaps more than repay the additional cost. 

Even if the use of the local vernaculars is accepted freely by all banks, 
the absence of any knowledge of letters operates as a serious bar to the 
spread of the cheque habit among the bulk of the population who are 
illiterate. The resort to thumb impressions raises additional complications, 
the only solution of which will he found in the general diffusion of 
education among all sections of the community. A further difficulty in 
the way of the popularity of the cheque in India, is that the procedure 
of passing it for payment is dilatory and the process of encashment takes 
much longer than it does, for instance, in England. We have tried to 
examine the reason's for this complaint, but besides suggesting to the 
banks the desirability of simplifying their procedure, the only remedy 
we can recommend is the opening of a number of branches, in a large 
city like Bombay, which will reduce the rash of business and enable 
ledger-keepers to deal with customers more expeditiously. Another 
facility that, can be given by banks is to keep their current accounts 
department open for receipts and payments at such hours in the 
morning or evening as may he convenient for their customers who find 
it difficult to attend during the regular business hours of the bank. 


•305. We recommend joint stock and co-operative banks having savings 
bank accounts to adopt the practice of allowing 
savings accounts to he drawn upon by cheques, ns 
proposed in the case of savings banks accounts 
earlier in the chapter. The salaried and the professional classes prefer 
savings bank to current accounts, and they will be induced to use cheque 
currency only if payments through that medium are acceptable for opera¬ 
tions on their savings bank accounts. Payment of salaries to the 
employees of Government, public bodies and large corporations by means 
of cheques will be useful in promoting the cheque system only in so far 
as such employees are induced to have banking accounts of their own. 

306. One way of encouraging the use of cheques by the rural classes is for 
Government to accept freely payments of Govern- 
Accspiance ov ment dues through the medium of cheques at all 
<? °La Rtotci. 1 J treasuries. Under a repent notification, such pay¬ 
ments are accepted at treasuries which are managed 
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by branches of the Imperial Bank of India. The number of such 
branches is, however, limited, and the branches are usually situated at 
district headquarters. Agriculturists who frequently resort, to the taluka 
headquarters on business do not find it convenient to go long distances 
to mak e payments at branches of the Imperial Bank of India in central 
towns, but can easily do so at sub-treasuries in their own talukas. We 
were assured by several experienced treasury officers that no adminis¬ 
trative difficulties would be caused by the acceptance of such cheques, 
subject to the credit of amounts after collection. We suggest, therefore, 
that the present facilities should be extended to all taluka sub-treasuries 
and district treasuries. 

307. We shall deal now with the part, played by the Imperial Bank of 
India in promoting banking development in the 

Shabk of Imps- Province. It is difficult to assess its importance 
kial Bask of India p I0T)er iy q- L ^he absence of information regarding the 
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Basking. operations of the Bank at its various branches. VV e 

have received some information relating to the 
working of the Bank in the Province as a whole, but the statistical 
material about the operations at branches which we had asked for has 
not been supplied to us. The lack of this information has also prevented 
us from verifying from statistical data the statements made by witnesses 
in several parts of the Province regarding the Bank’s operations. 

The branches of the Imperial Bank of India in the Province now 
number 23 as against 12 when the amalgamation of the Presidency 
Banks took place. In our view, the effect of the policy of Govern¬ 
ment in asking the Bank to open the branches has enabled it to render 
an important service to the community. As a State-aided institution, 
the Bank has a practical monopoly in the use of the funds of public or 
quasi-public undertakings, of institutions conducted or controlled by 
Government, the security deposits of Government contractors, or the 
balances of the estates of minors administered under the Court of 
Wards Act. In addition, the branches attract deposits from other 
classes of the community, and the general impression at all centres we 
visited was that the local branches were very successful indeed from the 
point of view of raising local capital, owing to the stability afforded by 
the Bank’s close association with Government. At most of these centres, 
the expression of this view was coupled with the complaint that the bulk 
of the capital so raised was not made available locally. To the larger 
issues arising from this policy we refer in Chapter VIII. The only 
general suggestion wc can make at this place is that the local agents of 
the B ank may, subject to the restrictions of the Act and to superinten¬ 
dence by the Head Office, be allowed some wider discretion in the grant, 
of advances than they now enjoy. They should be thoroughly familiar 
with the language of the district and make every effort to come into 
contact with the commercial community of the place. The progressive 
development of local channels of investment should be looked upon as 
one of the most essential duties of the agents. With a view to establishing 
regular touch with their local clientele, we have suggested the constitution 
of advisory committees as an experimental measure in a few selected 



m 


centres. The committees will be of assistance in providing points of 
contact between the Bank and local banking, trade and industries. At 
present, indigenous bankers and local traders are shy and hesitate to 
apply to the local branches of the Bank for financial accommodation 
as, they are not sure about the treatment that would be accorded to 
their demands. The methods we suggest will, we believe, be helpful in 
bridging the gulf that now separates the Bank’s branches from those 
who stand in need of credit. 

The other valuable service rendered by the new branches of the 
Imperial Bank is the accommodation offered in the mofussil at low rates 
of interest, thus bringing down the incidence of interest charges for 
local trade. A similar service is the provision of remittance facilities 
on cheap terms, thereby assisting in the easy flow of money from the 
provincial headquarters to the mofussil and vice versa. But both these 
services would be dearly bought if a joint stock corporation enjoying 
State patronage used its resources to compete on unfair terms noth local 
banking agencies, indigenous, joint stock or co-operative. 

While on this subject, we should like to dwell on some of the other 
aspects of the working of the Imperial Bank of India. The system of 
making advances by discounting usance bilk has not been developed 
to any considerable extent at any of the branches of the Bank with 
the exception of the branch at Sukkur, but the arrangements for 
advances against pledge, of agricultural produce or other commodities 
and against deposit of gold are, we were able to ascertain, gradually 
growing in favour with local customers even at new branches. Very 
little has been done by the Bank to develop local industries, but 
facilities are available for financing internal trade and are being 
availed of, particularly by the larger trading firms, gin-owners, and 
business houses having connections with Bombay. It can hardly be 
said, as observed above, that regular connections have been established 
with local indigenous bankers, and the suggestions made to forge or 
strengthen links between the two agencies arc examined in our chapter on 
“ Indigenous Bankers.” 

Mention was made by certain witnesses of the fact that some of the 
branches of the Imperial Bank of India were not remunerative. Even if 
this statement were correct, it is no argument against a Bank standing in 
the position of the Imperial Bank of India continuing to maintain such 
branches 'when necessary in the general interests of the community. 
Some important commercial bodies alleged that the manner in which 
the branches were being staffed was too costly to render the opening 
of more branches a paying proposition. In the chapter on “ Indigenous 
Bankers” we have dealt with the proposal placed before us that the 
Imperial Bank of India should utilize the agency of indigenous bankers 
for developing banking in centres not served hitherto by its branches; 
but we should like to emphasize here the need for Indianization of the 
staff in charge of branches, both with a view to reducing the cost of 
management and providing a personnel that understands the language 
and is conversant with the life and habits of the people among whom 
business has to be conducted. We hope that the authorities of the 
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Bank will now embark upon a vigorous policy of Indian ization in the 
near future, particularly in promoting Indians to higher and more respon 
sible positions. 

We have referred above to the complaints that we received about the 
neglect by the Imperial Bank of India of local channels for investment 
and the concentration of resources at the local Head Office. But even in 
Bombay city there is a general feeling among commercial and industrial 
circles that credit facilities have lately been curtailed by the Bank. 

The following figures taken from the statement supplied by the Bank 
show that the advances by way of loans and cash credits have 
gone down considerably during the last five years at the Bombay 
Presidency. It may be that the shrinkage in business is due to the fall 
in prices and general trade and industrial depression, or it may be due 
to a change in the policy of the Bank. The reduction in business is, 
however, so large that we consider it is a question which may be 
usefully discussed by the Central Committee with the authorities of 
the Bank. 
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While in Madras and the Punjab, the local Indian joint stock banks 
have opened a fairly large number of branches, the joint stock banks in 
Bombay have not shown similai enterprise. Karachi, Ahmedabad, Poona 
are the only places where there are branches of the larger joint stock 
banks. It is doubtful if the very small centres can be reached by joint 
stock banks, as the local business which is mainly agricultural finance 
does not suit them. The only banking organisations possible’ are small 
urban and central co-operative banks or their branches. But in small 
centres contiguous to places where there are regular branches, joint stock 
hanks as well as the Imperial Bank of India and co-operative banks 
may well adopt the system of having part-time branches working 
two or three days in the week, and city branches working a few hours on 
pay days, all these to be looked after by peripatetic agents who are always 
on the move. This system has worked satisfactorily in ruTal areas in 
England and may be found helpful in tins Province in developing 
deposit banking through a network of branches of the larger banks. 






CRaPTE* XVII. 

Conclusions and Summary of Recommendations, 

SOS. We weie charged with an inquiry into the existing conditions o; 
banking in the Province and to consider what steps, if any, were desirable 
and feasible for the improvement of agricultural credit and credit facili¬ 
ties for small industries, for the growth of investment habit and attraction 
of capital and for the development of indigenous banking. In the 
preceding chapters we have embodied the results of our inquiry under 
each head and our suggestions and recommendations for the improvement 
of the existing conditions. In this chapter we propose to give a summary 
of our conclusions and recommendations, but before we do so we should 
like to emphasize the opinion expressed by us in the Introductory 
Chapter that in order that any improvement in the existing credit system 
and banking facilities might be effective it should be accompanied by 
measures for raising the standard of living and economic condition of the 
mass of the population and for building up its productive strength. 

Introductory. 

1. The first preliminary to any reform in the economic and banking 
organisation of the Province is to collect accurate and reliable data. 
With a view to making an organised effort for the collection, collation 
and interpretation of economic data, a Board of Economic Enquiry 
should be set up as early as possible. 

Chapters II and III. 

These chapters are descriptive. 

Chapter IV. 

2. The total agricultural debt of the whole Province is estimated at 
Rs. 81 crores. (Paragraph 49.) 

3. The debt works out at fifteen times the total land assessment and 
at Rs. 26 and Pts. 20 per net cropped acre and cultivated acre, respec¬ 
tively. (Paragraph 50.) 

4. The total debt forms about 53 per cent, of the average value of 
the total agricultural produce of the Province and is nearly two and a 
half times the annual cash requirements for agricultural operations. 
(Paragraph 50.) 

5. The average debt per family comes to Its. 329. The percentage 
of families free from debt is 13 in Sind, 21 in North Gujerat, 23 in 
South Gujerat and 29 in the Konkan. (Paragraphs 50 and 54.) 

6. Amongst the causes of indebtedness may be mentioned, unsatis¬ 
factory economic condition, ancestral debts, improvidence, purchase of 
land at heavy prices and taking up leases of land at high rentals, 
(Paragraphs 55 to 59.) 

7.. Amongst the main purposes of borrowing are current agricultural 
needs, domestic requirements, marriages and other ceremonials, and 
litigation. (Paragraph 59.) 
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8. Reliable statistics about tie transfer of land from agriculturists to 
non-agriculturists are not forthcoming but the figures so far as they arc 
available indicate a tendency for lands to pass from the hands of 
agriculturists to those of non-agriculturists. (Paragraph 60.) 

9. A large portion of debt is taken for unproductive purposes. 
(Paragraph 63.) 

10. The sources of loans are money-lenders (both professional and 
agricultural), co-operative societies. Government {tagmi), landlords and 
commission agents. (Paragraphs 64 to 66.) 

11. The rates of interest vary from tract to tract, the usual rate being 
12 per cent, in South Gujerat, 3G per cent, in Sind. (Paragraph 68.) 

12. Small Loans are given on personal security. Loans for larger 
amounts or for long periods are given on security of land. (Para¬ 
graph 69.) 

13. In all schemes of debt redemption, it is essential to make a very 
careful inquiry into the character of the borrower and his income and 
ability to repay, and to fix the instalments in such a way as to enable him 
to make repayment out of his surplus income. (Paragraph 71.) 

14. It would be better for the agriculturist debtor in many cases to 
dispose of a part of his land and free himself at once from debt rather 
than to incur a fresh debt to repay an old one. (Paragraph 71.) 

Chapter V. 

15. The number of people who have to borrow for their current needs 
is large. The percentage varies from 66 in Broach to 91 in Sind. 
(Paragraph 74.) 

16. In dry tracts, not much capital is required to finance the current 
needs of the agriculturist, while large amounts are required in canal 
tracts, sugarcane growers requiring as much as Rs. 600 to 700 per acre. 
(Paragraph 75.) 

17. The total annual credit requirements of the agriculturists of the 
whole Province are estimated at Rs. 321- crores. (Paragraph 76.) 

18. The sources of borrowing are the sowcar, the co-operative 
society, the agriculturist money-lender, the landlord, the merchant, 
friends and relatives and Government (tcigavi). (Paragraphs 77 to 84.) 

19. The rate of interest; on Government tagavi is 6 ■ 75 per cent. The 
usual rate of interest charged by co-operative societies is 10);] per cent., 
while the smear’s rate varies from 9 to 36 per cent. (Paragraph 85.) 

20. Personal security is accepted generally for loans for current needs. 
(Paragraph 86.) 

21. A serious defect of the present system is the want of co-ordina¬ 
tion amongst the Various lending agencies. (Paragraph 88.) 

22. The defects of the sowmri system are the unregulated character 
of the financial dealings and the complete dependence of the illiterate 
borrower on the sou'car. (Paragraph 88.) 
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23 The defects of the tagavi system are the protracted period of the 
preliminary inquiry and the leakage to which the loans are at times 
subject. {Paragraph 88.) 

24. The defects of the co-operative system are delay in the disposal 
of applications and the inadequacy of finance. {Paragraph 88.) 

25. While there is considerable room for making credit easier than at 
present, facile credit is no panacea for the ills the agriculturist is suffering 
from (Paragraph 89.) 

26. Unless the borrower is educated and understands the economic 
value of credit and exercises judgment and prudence in its use, no system 
of finance will be of any appreciable benefit to him. (Paragraph 90.) 

27. The opinion of the Royal Commission on Agriculture that “ in 
Co-operation lies the salvation of the rural classes of India ” is endorsed. 
(Paragraph 91.) 

28. In order that the sowcar may offer better conditions the hind¬ 
rances placed in his ways by law and legal procedure should he removed. 
(Paragraph 92.) 

29. Government advances tagavi at present only in times of famine 
or distress and ordinarily in famine and backward tracts. The tagavi 
policy should be liberalised, and, besides the tracts mentioned above, 
Government should advance tagavi in places where the co-operative 
movement has not made much progress. (Paragraph 93.1 

30. The Government of India should place at the disposal of the local 
Government a part of the money raised through post office saving banks, 
for being advanced to co-operative societies, or as tagavi to individuals, 
at a rate of interest not much higher than that allowed to the depositor. 
(Paragraph 94.) 

31. It would be to the interests of everybody concerned if some kind 
of co-ordination can be arranged between the sowcar and the co-operative 
societies. (Paragraph 94.) 

32. In famine tracts, some amount out of the tagavi grant or from the 
Famine Insurance Fund should be placed at the disposal of the 
co-operative societies for being advanced to suitable agriculturists ; and 
finance should be arranged for a cycle of years consisting of a normal 
period of good, bad and indifferent years. (Paragraph 95.) 

33. In such areas, the question is not merely one of finance. What is 
needed is the conservation of moisture by dry farming and other land 
improvement. (Paragraph 95.) 

34. In the canal tracts of. the Deccan, the situation is becoming serious 
owing to rise in cost of cultivation and fall in price of sugarcane. It is 
essential that the repayment of the outstandings should be spread over 
a number of years and that the Provincial Bank should give the 
necessary instalments for the purpose. For the bigger cultivators, a 
land mortgage bank should be started to supply current finance, while 
for the smaller ones ordinary co-operative societies should continue 
to make the necessary advances. (Paragraph 9G.) 



35. In the ease of aboriginal tracts, the only two practical remedies 
are the spread of co-operative societies on the lines followed in the Panch 
Mahals district and the grant of tagavi loans by Government. In either 
case, a special staff will be necessary to supervise and conduct the 
operations. (Paragraph 97.) 

36. In Bind, for big zemindars, co-operative zemindan banks 
would be the best means of finance not only for current agricultural 
purposes but also for laud improvement and redemption of debts, 
(Paragraph 98.) 

37. As for the hari, either the zemindar must undertake to finance 
him or he stould get finance from the co-operative society, his zemindar 
standing surety for him. (Paragraph 99.) 

Chapter VI. 

38. Government should, maintain separate accounts in every district 
for the loans advanced under the Agriculturists’ Loans Act and the Land 
Improvement Loans Act. (Paragraph 106.) 

39. A definite policy should be adopted in all districts, especially 
those liable to drought, to use the machinery of the Land Improvement 
Loans Act for agricultural improvement and famine protection, as is 
being done at present in Bijapur. (Paragraph 107.) 

40. The. scheme of advances under the Land Improvement Loans Act 
through the agency of the co-operative movement has been only 
partially successful. In order to make it more successful, it is suggested 
that, in each district, where co-operation has made progress, there should 
be some officer of the Co-operative Department, who has undergone 
training in the elements of agriculture and engineering practice, to 
examine the applications and also to watch over the proper use of the 
advances made. Where there are taluka development associations with 
a qualified staff, the services of the staff should be utilised by the 
Co-operative Department for thispurpose. (Paragraphs 108-9.) 

41. An investigation should be made in every district, into the natural 
sources available for protection of land from famine. Active propaganda 
should be undertaken in all districts to place before the agricultural 
population the advantages of going in for land improvement, the schemes 
of land improvement capable of being undertaken in various tracts and 
the facilities that are available for long-term credit. (Paragraph 109.) 

42. Three co-operative land mortgage societies have been started in 
the Province. Government may now consider whether they should not 
permit the formation of more co-operative land mortgage associations in 
different parts of the Province without awaiting the results of the work 
of the three societies. (Paragraph 115.) 

43. Thc’arrangement of lending the services of a Government officer, 
for the systematic valuation of laud, to land mortgage societies seems, 
on the whole, to be the moat suitable in the existing circumstances, 
(Paragraph 115.) 
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44. In respect of valuation and grant of loans, control must, in 
the present circumstances, be centralised. (Paragraph 115.) 

45. Under the existing arrangements, no portion of the margin 
between the borrowing and lending rates is available to the local land 
mortgage societies. Whether a fixed share of the profit should not be 
given to them is a question worthy of consideration. (Paragraph 115.) 

46. Government, after comparison of the results of the working of 
the existing societies, may decide what should be the area of operations 
of such societies in future. (Paragraph 115.) 

47: Government should actively assist in starting a central land 
mortgage hank. (Paragraph 116.) 

48. The bank should he registered under the Co-operative Societies 
Act. (Paragraph 116.) 

49. The hank should be allowed to issue debentures to the extent of 
twenty times the paid-up capital. Government should take up the 
unsubscribed portion of the share capital and guarantee both the 
principal and the interest on the debentures and should undertake to 
take up a portion of them. (Paragraph 116.) 

50. Debentures of the central land mortgage hank should rank as 
trustee securities under the Indian Trusts Act. (Paragraph 116.) 

51. A separate land mortgage bank should be organised for Sind. 
If this is not feasible, the central bank for the Presidency should open 
a branch in Sind. (Paragraph 117.) 

52. The central land mortgage bank should establish contact with 
the special agency for minor irrigation works and utilise its services for 
the extension of irrigation. (Paragraph 118.) 

53. TVe foresee a time, though not in the near future, when the tagavi 
operations of Government under the Land Improvement Loans Act 
will be gradually absorbed in the land mortgage system. When this 
happens some mutual arrangement between Government and the bank 
will have to he made for the grant of suspensions and remissions. The 
grant of subsidies may provide a solution of this problem when the 
question is eventually settled. (Paragraph 118.) 

54. The grant of the power of foreclosure to land mortgage organisa¬ 
tions is not recommended. (Paragraph 119.) 

55. Though it is not necessary to prohibit joint stock associations 
from making advances to agriculturists on the security of the mortgage 
of land, under any banking legislation that is undertaken provision 
should be made for regulating the work of banks desirous of entering 
the field of agricultural land mortgage credit. (Paragraph 120.) 

Chapter VII. 

56. Por the improvement of marketing better means of communica¬ 
tion and methods of transport are necessary. Difficulties about good 
and sufficient roads are serious in Sind and also, to some extent, ip 
Gujeiat. (Paragraph 139.) 

no v 5—16 
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57. The question of giving toproducers representation on the Board 
of the East India Cotton Association deserves consideration. (Para¬ 
graph 141.) 

58. Early provincial legislation seems necessary for standardisation of 
weights and measures. (Paragraph 145.) 

59. Co-operative sale societies in this Province give promise of 
successful development. The suggestion to empower such societies to 
compel their members to sell their produce through them is not approved. 
(Paragraph 149.) 

60. Co-operative sale societies should be given facilities for the 
construction of godowns in the shape of loans, at easy rates of interest, to 
be repaid by 10 or 20 annual instalments. (Paragraph 149.) 

61. The Bombay Cotton "Markets Act deserves to he applied to im¬ 
portant centres of the Province at an early date. (Paragraph 150.) 

62. Regulated markets should be established also for agricultural 
produce other than cotton. (Paragraph 150.) 

63. Licensed warehouses should he introduced in a few important 
centres to begin with. Railway administrations may he asked to 
construct such warehouses at selected railway stations. It may be 
possible for local bodies and other organisations in some of the important 
centres to construct and maintain such warehouses. (Paragraph 15.1.) 

64. The agricultural producer does not, as a rule, require much finance 
for marketing. Tor those agriculturists who wish to hold their produce, 
facilities for finance axe at present very inadequate. The best way of 
providing the necessary finance would he through co-operative sale 
organisations. (Paragraph 152.) 

65. Middlemen suffer considerably for want of finance on easy terms. 
Their needs may be met adequately by the co-operative urban bank or 
by indigenous bankers, if these are appointed agents of the central 
hanking institution as suggested bv us in Chapter XIII. (Para¬ 
graph 152.) 

66. In the mofussil, the question of banks changing their business 
hours during the busy season to suit the convenience of trade deserves 
consideration. (Paragraph 152.) 

67. For external trade, finance is supplied mainly by exchange banks. 
(Paragraph 153.) 

68. Complaints of Indian firms of standing that they do not get 
facilities from exchange banks or even from the ordinary joint stock 
banks for external trade deserve to be examined by the Central Banking 
Enquiry Committee. (Paragraph 153.) 

69. Banking, adequately developed and organised, would prevent 
avoidable movement of money in the mofussil. (Paragraph 155.) 

Chapter VIII. 

70. Better warehousing facilities should he provided at important 
centres and there should bo an organised credit system suited to the 
requirements of small traders. (Paragraphs 162-163.) 
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71. There should I >e licensed warehouses in the interior of the 
countr}, warrants of which could be freely transferred and made over 
to Banks as collateral security for loans. (Paragraph 162.) 

72. It should Be the policy of the cent is I Banking institution of the 
country to see that funds collected in different provinces are distributed 
according to the needs of each. (Paragraph 164.) 

73. In order that such a policy is duly followed statistics regarding 
total deposits received and total advances made by the different banks in 
different areas should be collected, and. if possible, published. (Para¬ 
graph 164.) 

74. The requirements of small traders and artisans are at present 
met to a certain extent by co-operative societies. Such credit by the 
co-operative institutions should be developed. (Paragraph 166.) 

75. The suggestion to have pawnshops run by Government, 
eo-operative societies, or pawn-broking companies is not approved. 
(Paragraph 167.) 

76. The hire-purchase system should be extended to urban ami rural 
areas, provided it does not result in the creation of a multiplicity of 
hire-purchase institutions giving- facile credit on a. profuse scale. 
(Paragraph 168.) 

Chapter IX. 

77. For a large nmnbei of cultivators there is no work on the fields 
for at least two to four months. The problem is twofold: (I) there 
should be suitable secondary occupations which the agriculturist can 
take up during the spare time at his disposal without having to give up 
cultivation and (2) there should be industries in which a portion of 
the population that cannot, be supported by agriculture may find 
employment. (Paragraph 169.) 

78. The independent weaver and karkhandar require loans on easy 
terms for purchase of raw material and for working expenses during 
the period of production against the security of finished products. 
(Paragraph 171.) 

79. Introduction of improved appliances and methods and marketing 
facilities are also necessary. (Paragraph 171.) 

80. District industrial associations should be started to provide to the 
weaver cheap raw material and marketing facilities and to undertake the 
work of education and propaganda in close co-operation *vith the Depart¬ 
ment of Industries. Such associations should be tentatively started 
on a co-operative basis in three or four important centres. Funds may 
in the initial stages be suppfied by members and may be supplemented 
by loans from central banks or Government and also by grants-in-aid. 
(Paragraph 171.) 

81. With a view to insuring co-oraination oi effort and efficiency the 
weavers' co-operative societ ies should be affiliated to such associations. 
(Paragraph 171.) 

mo r 5—1 tic 
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82. The gold and silver thread industry should be thoroughly 
re-organised oh modern lines. The problem of marketing can be solved by 
the industry itself, forming associations on the lines suggested above. 
The Department of Industries should undertake educative propaganda 
by opening demonstration factories and the trade commissioners 
abroad should furnish necessary information about foreign markets. 
(Paragraph 172.) 

83. There should be co-operative industrial banks to furnish cheap 
finance to industries such as the brass and copper vessel industry. 
Where there is no such bank, the co-operative urban bank should provide 
the necessary accommodation. (Paragraph 173.) 

84. In any scheme for the development of the small industries tho 
question of opening up new markets for manufactured goods should he 
placed in the forefront. (Paragraph 178.) 

85. Teaching of weaving as a secondary industry deserves encourage¬ 
ment and it is necessary that its introduction should be tried on a larger 
scale than at present. (Paragraph 174.) 

86. Knowledge of dairying, particularly of the proper method's 
for preserving milk, and the best way of packing and preserving it should 
be widely disseminated in the vernaculars. Cheap transport, a rapid 
service, and easy means of communication should also be provided. 
Facilities for grazing for dry cattle round about towns should also he 
given. (Paragraph 174.) 

87. The Department of Industries should conduct inquiries into the 
possibilities of subsidiary occupations suited to local conditions, climate, 
position and tastes. Such inquiries might be followed up by practical 
demonstrations of the advantages of selected industries. Enterprising 
people might then be financed by banks, at moderate rates of 
interest, and technical knowledge and guidance might be placed at their 
disposal by officers of either the financing bank or the Department of 
Industries. (Paragraph 174.) 

88. To emancipate the artisan from the thraldom of usury the 
activities of the co-operative movement should be increased. (Para¬ 
graph 175.) 

89. A scheme should be formulated for starting an industrial bank 
for the Province which may have branches wherever necessary. 
Considering the important place which such a bank would fill in the 
banking system of the country, it should receive some measure of State 
aid. (Paragraph 177.) 

90. Smaller industries should be financed by the branches of the 
proposed industrial bank. (Paragraph 177.) 

91. Until industrial banking plays its part in the industrial regenera¬ 
tion of the country, it should be the policy of Government to render all 
possible financial assistance in fostering new and existing industries 
which hold out reasonable prospects of success and which are likely 
to assist in the economic development of the country. (Paragraph 177, j 



245 


92. Facilities should also be given at State expense foi research 
into processes of production and methods of organisation. Some 
form of State-aid should be given to cottage industries also. 
(Paragraph 177.) 

93. There should be an Act for State-aid to industries so that the 
policy of assisting industries might be pursued more systematically than 
at present. (Paragraph 177.) 

94. Government should enunciate and adopt a. progressive industrial 
policy and provide a well-equipped agency to give effect to such 
a policy. It should not only cany out a comprehensive system of 
State-aid, to industries but also undertake supervision work to see that 
the assistance given to the industry is used for the purpose for which it 
was given. (Paragraph 177.) 

95. The Department of Industries should be endowed with sufficient 
resources, charged with definite functions and invested with authority 
to carry out the industrial policy of Government. (Parag/aph 177.) 

9(5. There should be close co-operation between the Department of 
Industries, the Department of Agriculture and the co-operative move¬ 
ment, particularly in regard to the development of industries allied or 
supplemental to agriculture. (Paragraph 177.) 

Chapter X. 

97. To encourage co-operative banks in their work of inland exchange 
business, the facilities for free remittance transfer, recently reduced, 
should be restored in places where no adequate facilities for remittance 
are available at present. At places served by the branches of the 
Imperial Bank and other banks, co-operative banks should he allowed 
to transact remittance business and the facilities ordinarily given 
to the public should not be withdrawn from them. At other 
centres free remittance facilities should he made available within limits. 
(Paragraph 18(5.) 

98. The co-operative banks should also be given the facilities of getting 
funds by the sale of drafts on the apex bank at district and taluka 
treasuries free of charge. (Paragraph 186.) 

99. The existing facilities for supply bills should he extended. The 
minimum limit for the issue of these hills should he reduced from 
Its. 1,000 to Its. 500. The existing charges for such bills should also be 
reduced and the restrictions that the bills should be drawn in even 
sums of, hundred rupees should be removed. Publicity work should 
be undertaken to apprise the public of the facilities available at the 
treasuries for purposes of remittance. (Paragraph 187.) 

100. The Imperial Bank should give increased facilities for remittance 
and suggest ways and means to Government of giving facilities to joint 
stock banks, co-operative banks, indigenous bankers and the public 
generally through its own local offices and branches and their treasuries 
and sub-treasuries. (Paragraph 187.) 



1.01. The Post Office should reduce its rates for money orders and 
insured letters. (Paragraph 188.) 

102. Cheques should be accepted in payment of land revenue, local 
rates and taxes. The procedure of banks for encashment of cheques 
should be modified so as to expedite payments on account of cheques. 
(Paragraph 191.) 

103. The Negotiable Instruments Act should be amended so as to 
provide that negotiable instruments including cheques and hills of 
exchange, which arc expressed on the face of them as drawn to bearer, 
shall not, despite any endorsement, lose their character as bearer 
instruments. (Paragraph 192.) 

104. The Federation of Indian Chambers of Commerce and Industry 
should be asked to consider the question of the desirability of standardising 
the varying usages governing hundi transactions with a view to arriving 
at a solution of the problem in consultation with the associations 
concerned. (Paragraph 195.) 

105. The stamp duty on mudati hundi* should be abolished. 
(Paragraph 196.) 

106. Other means of popularising dealings in hundis are suggested. 
(Paragraph 197.) 

107. The Imperial Bank should take steps to remove the impression 
that with the exception of the multani shroffs indigenous bankers do not 
get from the Bank facilities which they should receive as bankers. 
(Paragraph 198.) 

108. Co-operative banks and indigenous bankers should be encouraged 
to do hundi business in the mofussil and they should be appointed, if it 
can be arranged, agents of the Imperial Bank. (Paragraph 199.1 

109. With a view' to reducing the amount of frozen capital in business 
introduction of trade acceptance credit is desirable. (Paragraph 200.) 

110. The protection given under Section 85 of the Negotiable 
Instruments Act to banks in respect of forged endorsements on cheques 
should be extended to drafts drawn by one branch of the bank on 
another or on the head office. The procedure laid down in respect 
of cheques should be accepted in respect of demand hundis also. 
(Paragraph 201.) 

Chapter XI. 

111. The number of persons depending on agriculture who have 
come within the fold of the rural credit movement is IIV 7 per cent, 
of the total agricultural population of the Province. (Paragraph 206.) 

•112. It is essential that the question of proper selection of members 
should be borne in mind by those responsible for management or super¬ 
vision of primary societies. (Paragraph 208.) 

113. Membership of such societies should not become unwieldy. 
(Paragraph 208.) 
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i 14, Attempts must be made to teach every member of co-operative 
societies not only his rights and privileges but also his duties and 
responsibilities. This work should be undertaken by the Provincial 
Co-operative Institute assisted by tbe trained staff of the Co-operative 
Department. The co-operative movement has a claim on the resources 
of Government for expenditure on such education, (Paragraph 209.) 

115. A proper and timely preparation of normal credit statements by 
primary societies is necessary. Every central bank should take special 
care to see that this is done. (Paragraph 210.) 

116. Special limits of loans are being fixed in tbe case of suitable 
members of primary societies where ordinary limits are not sufficiently 
high. Such limits should be fixed for a period of three years. 
(Paragraph 211.) 

117. Loans to individual members should be advanced as fax as 
possible in instalments and not in lump. (Paragraph 212.) 

118. In the bye-laws as well as in the accounts of the societies, 
short-term, intermediate and long-tern loans should be clearly 
distinguished. (Paragraph 213.) 

119. Separate societies should be organised for big landholders in the 
Presidency proper as is being done in Sind, wherever there is a large 
number of such landholders. (Paragraph 214.) 

120. Great care is necessary as regards selection and training of super¬ 
visors engaged by supervising unions. Selection should be subject to 
the approval of the distiiot federation of unions, wherever such exist. 
(Paragraph 215.) 

121. Banks may advance loans to primary societies to finance good 
members only, even when others have defaulted. In the present state of 
development it is not necessary to enforce the principle of corporate 
responsibility too rigidly. (Paragraph 216.) 

122. Before cancelling a mismanaged society, the union should have 
the authority, with tbe consent of the Registrar, to suspend a society 
and to entrust its management to a suitable person or persons for a 
definite period, not exceeding two years. (Paragraph 217.) 

123. The Co-operative Department has been following a policy of 
consolidation and improvement rather than of expansion during the last 
few years. It is necessary now that, with all the ordinary safeguards, 
more societies should be organised wherever the ground is ready for 
them. (Paragraph 218.) 

124. Share system would be a better method for encouraging thrift 
than compulsory deposits. The need for voluntary fixed deposits will, 
however, remain and members should be encouraged to make such 
deposits. (Paragraph 219.) 

125. Efforts may be made to introduce savings deposit system in all 
well-managed primary societies. (Paragraph 219.) 

126. A federation of urban banks should be organised in each of the 
linguistic divisions of the Province. (Paragraph 221.) 
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127. Co-operative urban banks should not be allowed to finance joint 
stock concerns. The needs of such concerns can be met more appro¬ 
priately by industrial banks. (Paragraph 221.) 

128. Urban banks may be allowed to finance bigger men, provided 
they have sufficient funds to satisfy the demands of men, with small 
means. The suggestion that urban banks may be allowed to finance 
artisans’ societies within their areas is not approved as this is the function 
of district central banks. (Paragraph 221.) 

129. The business of urban banks can be considerably expanded if 
they make advances on security of agricultural produce and also on the 
security of gold and silver where arrangements can be made for godowns 
and for proper custody. (Paragraph 221.) 

130. Urban banks should concentrate mainly on short-term business 
and should not lock up their funds in loans on the security of houses and 
landed properties. (Paragraph 221.) 

131. Salary earners’ societies should be looked upon primarily as thrift 
societies. Credit when allowed should be based on the desire and ability 
of the members to practise thrift. (Paragraph 222.) 

132. Factory workers’ societies aremore of the nature of loan than of 
thrift-societies and render service to their members mainly by securing 
them funds for domestic expenses. (Paragraph 223.) 

133. In rural areas members of depressed classes should generally be 
advised to join local village co-operative societies. It is not necessary 
to organise separate societies for such classes, except when the men are 
engaged in some special industries such as leatherwork or weaving, for 
which special arrangements for finance are required. (Paragraph 224.) 

134. Special societies would be necessary in urban areas for members 
of depressed classes constituting distinct groups by reason of their being 
engaged in some particular trade and industry. The best course for 
them, however, would be to seek admission to an urban people’s bank. 
(Paragraph 224.) 

135. Where large numbers of the members of the depressed classes are 
engaged in the service of a public corporation, the public body may be 
induced to start a co-operative society to which these men should be 
freely admitted as members. (Paragraph 224.) 

136. There should be co-ordination between the co-operative sale 
societies and co-operative credit societies. (Paragraph 225.) 

137. For co-operative land improvement societies it is necessary to 
take power under the law to compel a minority to join a scheme and to 
contribute towards its expenses and maintenance, when 75 per cent, of 
the holders of land owning not less than three-fourths of the land 
falling within the scheme agree to combine and form the society. 
(Paragraph 226.) 

138. duly seven per cent, of the finance required by the agricultural 
population of the Province is supplied by the co-operative movement. 
(Paragraph 227.) 
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139. The ultimate policy as regards branches ot the Provincial Bant 
should be to evolve a banking union out of every one of them, A begin¬ 
ning may be made by changing the constitution of the branch advisory 
committees so as to convert them into local hoards of directors and 
empower them to advance loans npto a certain maximum amount 
for a single society. (Paragraph 231.) 

140. A branch of the Provincial Bank may be converted into a 
banking union, provided the latter is in a position to give the same 
facilities to its constituent societies as are given at present and 
two-thirds of the societies in the area agree to the conversion. 
(Paragraph 231.) 

141. The business of the central hanks will considerably develop if 
they start branches within the area financed by them. (Paragraph 231.) 

142. The proposal for the’centralisation of all co-operative finance in 
one institution is not approved. (Paragraph 232.) 

143. The work of central banks should be co-ordinated by the organi¬ 
sation of a small committee consisting of a representative of the 
Co-operative Department, one of the Provincial Bank, three of central 
banks and one of urban banks. (Paragraph 233.) 

144. Such a committee should look into all important matters, parti¬ 
cularly the training of the staff, their adequacy and efficiency, the 
borrowing and lending rates of the hanks, inspection of central banks 
and divisional federations of urban banks and similar matters of 
common interest. (Paragraph 233.) 

145. It is not necessary for central hanks to co-operate for the purpose 
of lending and borrowing on a provincial scale. (Paragraph 234.) 

146. The co-operative movement has received certain concessions 
from Government. Some additional concessions are recommended. 
(Paragraph 23,5.) 

147. The Provincial Bank as the apex bank for the whole movement 
should have a substantial cash credit from the Imperial Bank. 
(Paragraph 236.) 

Chapter XII. 

148. The Debkhan Agriculturists’ Relief Act should be repealed and 
a new Act containing a few provisions to safeguard the interests of the 
agriculturists should be enacted. (Paragraph 239.) 

149. The new enactment should apply only to small and genuine 
agriculturists. (Paragraph 240.) 

150. Investigation of past transactions should be rendered possible 
by requiring money-lenders to keep proper accounts. (Paragraph 240.) 

151. Provision should he made in the Act for allowing instalments 
for the repayment of the amount decreed. (Paragraph 240.) 

152. Freedom for agriculturists from arrest in execution of decrees 
should be continued. (Paragraph 240.) 
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153. Suits now deoided by the village munaifs might be entrusted to 
the village jnnchayat, the grant oi judicial power to whom is now under 
the consideration of Government. (Paragraph 240.) 

154. The Usurious Loans Act is being availed of only to a small 
' extent in this Province, the reasons being the comparative novelty 

of the Act and the fact that greater relief can be obtained by 
the agriculturist under the Dekkhan Agriculturists’ Relief Act. 
(Paragraph 241.) 

155. The Usurious Loans Act should be utilised more than is being 
done at present, but it cannot entirely replace the Dekkhan Agriculturists' 
Relief Act. (Paragraph 241.) 

156. The licensing ot money-lenders is not practicable and is not 
therefore recommended. (Paragraph 242.) 

157. Creditors should be compelled to keep regular accounts of all 
transactions with their debtors and to furnish every six months a state¬ 
ment showing the balance outstanding and all transactions entered into 
during the six months to which the statement relates. (Paragraph 243.) 

158. The provisions of the Insolvency Act are being abused in some 
cases. Effective measures should be taken to check dishonest recourse 
to the Act. (Paragraph 244.) 

159. A simple Rural Insolvency Act may be enacted at an early 
date. (Paragraph 244.) 

160. The Record of Rights is fairly accurate, but in some places better 
supervision and control arc needed to see that the entries are properly 
and speedily made. All rights and encumbrances should be correctly 
entered in the record. (Paragraph 245.) 

161. Necessary steps should be taken for the speedy disposal oi 
suits and prompt execution of decrees. (Paragraph 246.) 

162. To remove the legal difficulties in relation to the just claims of 
money-lenders all suits for amount nor, exceeding Rs. 200 should be 
referred to a board of three arbitrators for dispose!. (Paragraph 247.) 

163. The operation of section58 (/) of the Transfer of Property Act 
under which equitable mortgages are effected might be extended to a few 
other commercial centres besides Bombay and Karachi. The power oi 
specifying such centres should be delegated to the local Government, 
(Paragraph 218.) 

164. When an estate is taken over for management under the Sind 
Encumbered Estates Act, a part of the estate may be sold to repay the 
debt if the income is not sufficient for the repayment of the debt within 
a period of five years. Reasonable rate of interest, should lie allowed 
on the outstanding balance. (Paragraph 249.) 

163. When land is held by an inferior holder on terms which prevent 
him from raising moneys on its credit, either the superior holder should 
finance the inferior holder or should stand as surety for loans which the 
latter may obtain from co-operative societies. (Paragraph 250.) ’ 
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166. In the case of inalienable iiuim lands. Government should 
either undertake to finance the holders by means of lagmi or 
should allow the lands to be mortgaged to co-operative societies. 
(Paragraph 250 ) 

Chapter XIII. 

167. The complaint made by indigenous bankers that since the 
amalgamation of the Presidency Banks the accommodation 
allowed to them by the Imperial Bank has been curtailed should be 
examined. Business with the shroffs should be increased by an 
extension of rediscount business and hv advances against stocks. 
(Paragraph 264.) 

168. The Central Committee may investigate the complaint made 
by the local shroffs that before the amalgamation of the three 
Presidency Banks, the Bombay Presidency enjoyed the advantage of 
lower rates of interest due to the commercial development of the 
Presidency and its developed banking resources, whereas the Imperial 
Bank now puts up the rate of interest so as to secure uniformity with 
the rates prevailing in other commercially less advanced provinces. 
(Paragraph 264.) 

169. The Imperial Bank of India should consider the suggestion 
that shroffs of approved standing and financial position should be 
given the same credit facilities as are extended to certain firms on 
hypothecation of goods. (Paragraph 264.) 

170. With a view to bridging the gull' now separating the branches of 
the Imperial Bank of India from indigenous bankers, local advisory 
committees should be appointed at important centres where the Imperial 
Bank has its branches. The constitution of such committees should be 
such as to assure shroffs that their applications for financial accommoda¬ 
tion would receive due consideration. (Paragraph 264.) 

171. With a view to recognising, preserving and developing the indi¬ 
genous system of banking and adapting it to present-day conditions so as 
to make it. a part of the national credit system, shroffs should be linked 
with the central banking institution as its agents. The agency scheme 
should he introduced tentatively at selected places where there is no 
organised bank, and the shroff nominated as the agent of the central 
banking institution should receive funds from it to be employed by him 
at his own risk in making advances within sanctioned limits and subject 
to such general conditions as may be prescribed by the Bank. In the 
selection of agents a syndicate of shroffs should he given preference, to 
a single shroff or a firm of shroffs. (Paragraph 265.) 

172. No legislation need be undertaken for the regulation of the 
business of shroffs. (Paragraph 266.) 

173. There should be indigenous bankers’ associations at important 
centres and they should be recognised by Government and the central 
banking institution of the country. (Paragraph 267.) 
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Chapter XIV. 

174. Money-lenders need not be licensed, bht- there should be legal 
provisions for the regulation of their accounts, as suggested in 
Chapter XII. (Paragraph 283.) 

175. Where complaints about oppression by Pathan money-lenders 
are common and no proceedings can be token against them under the 
ordinary law, Government should take action under section 3 of the 
Foreigners’ Act or under some special legislation and deport such of 
them as are found to he a menace to society. (Paragraph 284.) 

Chapter XV 

176. The defects brought to light by the bank failures in 1913 have 
emphasized the need for legal safeguards for protecting depositors as well 
as banks. (Paragraph 285.) 

177. It is necessary to provide hv law that the use of the term 
“ bank ” should be restricted to a person, firm or institution registering 
itself as a bank and doing exclusively what is ordinarily understood as 
banking. (Paragraph 286.) 

Chapter XVI. 

178. The present limits of deposits to be made and the total balance 
that can be held by a single depositor in a post office savings bank are 
Bs. 750 and Bs. 5,000 respectively, while the limit for the balance in a 
minor’s account is Bs. 1,000. It is suggested that the limit, in respect of 
the minor’s account should be raised but not the ordinary limits. 
(Paragraph 289.) 

179. Depositors should be allowed to make deposits and with¬ 
drawals by means of cheques, in selected post offices to begin with. 
(Paragraph 2b9). 

180. Accounts should be allowed to bo opened in the names of two 
persons, payable to either or survivor, and provision should be made for 
the recording of nomination of the heir to whom payment is to be made 
in the event of the depositor’s death. (Paragraph 289.) 

181. Propaganda should be carried on for opening new savings bank 
offices, and in the experimental stage, in selected areas, officers of 
co-operative societies or village school-masters serving as part-time post¬ 
masters should be entrusted with the work of collecting deposits. 
(Paragraph 289.) 

182. The system of nomination should be introduced also for postal 
cash certificates. (Paragraph 290.) 

183. The rate of interest on postal cash certificates shoidd be lowered 
so as to keep it on par with the prevailing yield on Government 
securities. As few changes should he made in these rates as possible. 
(Paragraph 290.) 

184. A part of the amount collected by the Government through 
post offices should be placed at the disposal of co-operative societies oi 
advanced as tagavi to individuals. (Paragraph 291.) 
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185. Provincial Governments should have a claim on the Central 
Government for cheap finance for the development of agriculture, trade 
and industries and for the grant of loans to public bodies such as munici¬ 
palities and local boards. (Paragraph 291.) 

186. Treasury bills are issued at present for longer periods than before 
and the rates of interest are also high. These features of the system are 
likely to hamper the growth of deposit banking and may, in the long inn, 
even affect the lending operations of banka. (Paragraph 292.) 

187. Public Debt Offices should be opened at Karachi and Ahmedabad. 
These two centres may also bo authorised to issue treasury bills after 
acceptance of tender. (Paragraph 293.) 

188. Id the case of Government securities, interest coupons should be 
attached to the bonds and the procedure for renewing notes and issuing 
bonds of smaller denominations, etc., should be simplified and speeded 
up. (Paragraph 293.) 

189. Banks may popularize investment in securities by 
reducing charges for safe custody and for purchase and sale, and by 
offering attractive terms for purchase of new loans in instalments. 
(Paragraph 293.) 

190. Co-operative societies and banks .should explore all avenues for 
drawing to themselves savings of small men by attractive plans for 
•savings deposits. (Paragraph 294.) 

191. In order to attract savings deposits joint stock banks should open 
small branches within city limits. (Paragraph 295.) 

192. Investment trusts are not a practical proposition to-day in this 
Province. (Paragraph 297.) 

193. There is a vast field for the spread of the operations of life 
insurance companies in rural areas and among owners of land. 
(Paragraph 298.) 

194. In view of the existence of a large number of local life 
insurance companies, the extension of the operations of postal insurance 
system for persons other than Government employees is not recom¬ 
mended. (Paragraph 298.) 

195. Co-operative cattle insurance societies should not be started 
unless the actuarial aspects of the proposal are thoroughly investigated 
in a scientific manner. (Paragraph 300.) 

196. Steps should be taken to secure by legislation that all non-Indian 
insurance companies place some initial deposit with Government and 
also invest a certain percentage of income from premia in India in 
approved Indian securities. (Paragraph 301.) 

197. The extent of hoarding precious metals in this Province has been 
much exaggerated. (Paragraph 302.) 

198. Whatever hoards may be in existence can be mobilised by 
introducing gold certificates as suggested by the Hilton Young 
Commission. (Paragraph 302.) 
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199. The re-introduction of the one rupee currency note is recom¬ 
mended. (Paragraph 302). 

200. The removal of duty on cheques has the effect of inducing 
trading classes and indigenous hankers to open accounts with banks, 
and has led to an increased use of this negotiable instrument. 
(Paragraph 303.) 

201. Further extension of the use of cheques can be encouraged 
by charging a low rate of exchange on upcountry cheques. 
(Paragraph 303.) 

202. Farther use of cheques could be encouraged if. vernacular script 
was allowed to be. used. (Paragraph 304.) 

203. Joint stock and co-operative banks should allow moneys to be 
withdrawn from savings bank accounts by cheques. (Paragraph 300.) 

204. Cheques should be accepted by Government in payment of land 
revenue. (Paragraph 306.) 

205. The Imperial Bank of India by opening branches has been 
successful in raising local capital. (Paragraph 307.) 

206. There is, however, a complaint that the bulk of capital so 
raised is not made available locally. (Paragraph 307.) 

207. Local agents of the Bank should be allowed wider discretion in 
the grant of advances. .(Paragraph 307.) 

208. They should be thoroughly familiar with the language of the 
district and make an effort to come into touch with the commercial 
community of the place. (Paragraph 307.) 

209. Advisory committees should be constituted as an experimental 
measure in a few selected branches of. the Bank. (Paragraph 307.) 

210. The Imperial Bank lias been able to render services by 
offering low rates of interest and remittance facilities on cheap terms. 
(Paragraph 307.) 

211. Very little has been done to develop local industries. buttheBank 
has given facilities for financing internal trade. (Paragraph 307.) 

212. Even if some of the branches of the Imperial Bank do not pay, it 
should continue to maintain them in the general interests of the. 
community. (Paragraph 307.) 

213. The need for Indianisation of the staff in charge, of such 
branches deserves to be emphasized. (Paragraph 307). 

214. Only in two places there are branches of the larger joint 
stock banks. The only banking organisations possible, in small 
centres are urban and eentral co-operative banks or their branches. 
(Paragraph 307.) 

215. The Imperial, joint stock and co-operative banks may adopt 
a system of having part-time branches working two or three 
days in a week and city branches working a few hours on pay days, 
(Paragraph 307.) 
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Sft9. In conclusion, we would like to express our thunks to our staff 
who had to work hard, collecting and arranging a 
large mass of material within the limited time at 
our disposal. Our special acknowledgments are 
due to our Secretary, Mr. R. P. Masani, for the assistance which, 
with his knowledge and experience, of banking, he was able to give us, 
and for the ability and zeal which he brought to bear upon the work 
which devolved on him. 


J. A. MADAN, 

Chairman. 

V. L. MEHTA. 

V. G. KALE. 

JAMSIIED N. R. MEHTA. 
L. D. L. BUCKLEY. 

B. S. KAMAT. 

P. R. CHIKODI. 

* 

R. P. MASANI, 

Secretary. 

Dated the 7th day of May 19db. 


* Mr. Hiracluuui Vaneeh;,nd Desai states that owing to the recent arrest of Mr. Gandhi 
he does not see his wav to sign the report. 
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APPENDIX 1. 

Bombay Provincial Banking Enquiry Committee. 

QUESTIONNAIRE. 

(The following memorandum is publishedin order to assist witnesses in the preparation 
Of their evidence. It is not to be regarded as exhaustive, nor is it desired that each witness 
should necessarily attempt to deal with all the questions raised.) 

I.—Agricultural credit and credit facilities for small industries. 

1. Describe the present system by whieh the agriculturist in your district or province 
obtains finance— 

(») for' expenses during cultivation ; 

(!>) for capital and permanent improvements; and 

(c) for other special needs, e.g., failure of monsoon, for land revenue, etc. 

What are the rates of interest charged in your district or province in respect of advances, 
the period for which loans are taken, the nature of the security given and accepted (e.g., 
standing crops, etc.), and other conditions attaching to the grant- of such loans ? 

Describe the part played in agricultural finance by Government, the Imperial Bank 
of India, the joint stock banks, co-operative banks, the indigenous banks and bankers, 
professional money-lenders, merchants and dealers, and other organisations giving 
credit (e.g., companies trading in fertilisers, etc,). 

Can you give an estimate of the total amount of capital required for the various 
purposes stated above for your district or province ? 

la any information, available as lo the extent ef finance provided annually in kind f 

State-defects, if any, in the present- system and the reasons for the existence of such 
defects. Do yon suggest any remedies V 

Is there co-ordination among the various credit agencies including Government, and 
is there scope for improvement in that direction ? 

2. Describe the present method of marketing principal crops in your district or 
province. 

What in your opinion are the possibilities of forming pools and of co-operative efiort 
generally in market ing produce f 

Describe the credit facilities required for the financing of products during marketing 
and the facilities actually existing. 

In regard to such facilities is there any special difference as between internal trade and 
foreign trade V 

What is the part played by the different classes of banks and bankers and merchants 
and dealers during the process of marketing 1 

What are the existing facilities available to the public, including banks and hankers 
for iuternal remittance ? 

State any defects in. the existing system and any suggestions for improvement. 

Describe the part, played by negotiable instruments in theinternal trade of the province. 

Have you any suggestions to make for the more extensive use of bills (e.g., by reduction 
of duty on bills) t 

What are the different classes of hundis current in your part of the country ? What 
ire tire peculiarities of each ! Please give sample wording. 

Have you arty suggestions for the amendment of the Negotiable Instruments Act by 
which, the publie and the bankers handling- hundis might be better protected or benefited*? 

Are hundis emanating from your locality discounted in your local centre or are they 
sent to a provincial centre and discounted there, or are they held by middlemen, 
merchants or commission agents ? 

What different kinds of instruments of ownership of goods and produce (e.g., 
railway receipts) and documents arc employed for raising money during tile-process of 
marketing ? 

Are arty difficulties experienced in the use of these instruments and ha ve you any sugges¬ 
tions to make with a view to removing those difficulties 1 

What in your opinion are the possibilities of operating licensed warehouses irr India 
either on the lines of the system whieh existsin the-Uiuted States of America or otherwise f 
ho v S—17(4 
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Do you think there is any need for Government assistance in the matter t 
S. Tn your district what is the value of land per acre for different kinds of crops f 
What are the factors affecting such value ? In your reply, please distinguish between— 

(а) value of land in Government auction for non-pay men tot revenue ; 

(б) value of land in the event cf sale by court decree ; 

(e) value of land in purchase by private negotiation. 

4. Is there any legal impediment to mortgage of land and agricultural holdings in your 
province ? Are there any land mortgage hanks or agricultural hanks in your province or 
any other banks for the' provision of long-term credit ? 

State what you know of their method of work and of raising capital. 

If no such instit ution exists in the province, suggest the lines on which such institutions 
could be established and worked to the advantage of the landholders and tenants of 
your province.' 

Do you suggest any measures for— 

(a) improvement in the record of rights and title of ownership so as to simplify 
reference and to avoid possibilities of disputes and counterclaims by parties 
other than those who are the clients of the hank ; 

(h) simplification of the process of foreclosure and sale by the mortgage hank in the 
event of non-payment.; 

(c) reduction of costs of reference to the record ofrightsandof registration of records 
and of the process at law so as to reduce the burden on the good constituents 
of the hank in respect of charges incurred on account, of defaulters 1 
Should the working capital of the proposed mortgage bank be derived largely from—- 
(a) deposits ; 

(ft) funds from central institutions; or 
(e) debenture bonds '( 

Should debenture bonds carry any Government guarantee cither for principal or 
interest or for both ; 

If so, what measures would you suggest to secure Government against unnecessary 
loss 1 

On what terms should agricultural mor tgage banks raise monies under each of the 
abovementionfid heads, with or without Government guarantee, and on what terms 
should they lend out money so as to cover their expenses ? 

Please state any other suggestions for the adequate provision of long-term credit 
against sound security. 

5. In order to devise measures for the increase of credit facilities to the agricultural 
classes it is necessary to reach an estimate as accurate as possible of Hie existing indeb¬ 
tedness of these classes. . 

Do you know of any such estimate for a village nr a district in your province, ol' for the 
whole province ? . 

In what manner can such an estimate be obtained with reasonable accuracy J 
In such an estimate please distinguish between-— 

(а) the amount of debt with land as Security which is in the form of a registered 
mortgage, 

(б) the amount of debt which is coneealedin the form of a judicial sale io circumvent 

the provisions of Acts such as the Dekkhan Agriculturists’ Relief Act, 

(c) the amount of debt which is incurred against, any other assets, such as the village 

house, ornaments, ploughs and other agricultural implements, crops and pro¬ 
duce, or debt which is given on the general security of all the assets without a 
specific pledge, 

(d) the. amount nf debt on personal credit secured by demand promissory notes or other¬ 

wise. 

Please state wherever possible the purposes for which the debt was incurred, such as— 

(irj the repayment of earlier debts, 

(fc) marriage and other social occasions, 

(ej famine and other kinds of distress, 

(d) payment of land revenue, 

(c) growth of the debt by compound interest, interest not iiliving been paid, 
t^f) seeds and manure. 
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(g) improved agricultural implements, 

(k) sinking of wells and agricultural improvements, 

(i) purchase of land or bringing into cultivation fallow lauds, 

(j) construction or acquisition of houses. 

Please indicate also to whom this debt is largely due and whether the creditors aic 
Government- banks, co-operative societies, or indigenous bankers and professional 
money-lenders. 

State what you know of the rates of interest charged, the methods used for calculating 
it and for enforcing the payment of the debt. 

Do you think a large number of peoplte, who arc efficient farmers, are being turned 
into tenants for a period, or ten ants-at-will, through the process of the enforcement of 
the old debts and landed property passing on into the hands of the creditors '! Dis¬ 
tinguish between conditions in irrigated tracts, the famine zone and areas not generally liable 
to famine. 

If this process is going on, does it take away from the actual cultivator the incentive 
to produce more arid in an efficient- and better manner ? 

6. Give some idea of the number of small subsidiary industries allied or supplemental 
to agrionlture existing in your province, such as rice milling, dairy farming, gvr making, 
garden produce, cotton ginneries, sugar refineries, hand-spinning, etc. 

Can you suggest methods by which any such industries could he encouraged and by 
.■which the producer might be enabled to get a better return for his produce ? 

Can you suggest any enterprises which may give employment to the farmer during 
seasons when he cannot make full nse of his time on his farm and tliUB enable him to 
supplement his income and to raise his standard of living ? 

What would be the best method of securing working capital and proper marketing 
facilities for such enterprises i 

What financial machinery do yon suggest for this purpose ! 

fld. Are there any small industries not necessarily allied- or subsidiary to agriculture, 
e.g., weaving, cMstmg in your district or province ? If so, have you any suggestions to 
make regarding them, on the lines mentioned in question 6 above ? 

7. State what you know of the relations that exist between the co-operative banks 
and the other hanks in the country, namely, the Imperial Bank of India, the joint stock 
hanks and the indigenous banks. 

Describe’any existing difficulties in the matter of finance in the case of co-operative 
societies both in regard to short and long term capital. 

Can you give an estimate of the amount of extra capital required for financing co¬ 
operative movement in your district or province ? 

Is there any competition in your district or province between the co-operative banka 
and joint stock banks ? 

If so to what extent and in what direction ? 

Have vou any views regarding the possibility and desirability of granting financial 
concessions in order to stimulate the growth of the co-operative movement, (e.g., by 
extension of special exemption from income-tax to genuine co-operative societies, 
inclusion of debentures issued by provincial co-operative banks in the list of trustee- 
secur ities, etc.) t 

To what extent has the co-operative movement succeeded in meeting ike financial needs 
of the agriculturist, the email trader and industrialist in your district or province f How 
far, in yam opinion, is the movement, capable of meeting the financial needs of these 
classest 

8. How jar in your opinion, is the provision of credit facilities affected- by existing legis¬ 
lation and legal procedure ? Have yon any suggestions to make regarding improvements 
in, this respect ? In particular, what do you think of the effect of the working of the De.kkhan 
Agriculturists' Relief Act on the facilities for obtaining credit? l)o you think this Act 
requires modification and if so, in V’hat directions? 

9. Cun you state why the Usurious Loans Act is not being availed of in this province ? 
IV hat measures would you suggest for greater use being made thereof? 

Would you suggest the enactment of legislationsuch as the English Money-lenders’ Act 
or the proposed Money-lenders' Hilt for the Punjab t 



II, —Indigenous Banking. 

(Note. —By indigenous banking is meant all banks and bankers other than the Imperial 
Bank of India, the exchange banka, joint, stock banks and co-operative banks. It 
includes any individual or private firm receiving deposits, dealing in hundis or lending 
money) ( 

1. State what you know of the functions of the indigenous bank or banker in yovu 
district or province enumerating all kinds of business the bank or banker transacts. 

2. How and to what extent docs an indigenous bank or banker in your district oj 
province assist in financing agriculture, trade and industry ? 

3. State what you know of the organisation of the indigenous banking system ir 
your district or province with regard to— 

(а) the amount of capital invested, 

(б) the volume of their business, 

(e) their expenses, and 

(tf) the relations between one indigenous bank and another and between indigenous 
banks and other banks in the country, viz., the Imperial Bank of India, the 
joint stock.banks and the co-operative banka, 

(e) the adequacy of the facilities afforded, by the Imperial Bank to indigenous haulers. 

4. State what, yon know of the various forms of hundis and other credit instruments 
used by the indigenous banka and bankers and the extent of their use. Give sample 
copies of any of the hundis, promissory notes, deposit receipts, etc., used in your locality 

6. State what you know of the indigenous bankers’ methods of granting loans and 
allowing cash credits and the terms aud nature of these loans and cash credits. 

What are the means by which the indigenous banks and bankers provide, themselves 
with funds to meet their demands V 

What are the rates of interest allowed on various kinds Of deposits received by them 1 

ti. Is it the general practice, with indigenous bankers to insist on advances being drawn 
in the shape of commodities purchased through them or repaid- in goods sold through their 
agency I 

What are the rates of interest, either in money or in kind which the agricultural 
community has to pay at present to the indigenous banker ? 

In what manner do you suggest these rates could be brought down by better organi¬ 
sation ? 

W'ould the reduction of such rales confer great benefit On the agricultural community 
and increase its resources thereby leading either to an improvement in the standard of 
living or enabling them to spend more on agricultural improvements, better agricultural 
impliments, etc. 1 

After making allowance for the legal expenses, management charges, losses through 
default and losses through foreclosure, can you give an idea of the net return to lie 
indigenous banks and bankers on their capital 1 

7. Is there a prejudice in your locality against the indigenous bankers ? Arc there 
bankers sufficiently protected in law ? 

Is there any legal or other facility which can he extended to them ? 

Are the dealings of this class of bankers with their clientele conducted on sound lines ? 

If not, indicate the existing defects, making suggestions for remedying them. 

8. Would you suggest any means of making this class of bankers mere serviceable to 
the community ? 

Could you suggest, any means by which the indigenous hanking system in India 
could he improved and consolidated 't 

Do you recommend any special facilities to be given to this class for this purpose V 

What is the general system of accounts keeping and to what extent are accounts open to 
inspection or verification by customers ? 

What do you think would be the attitude of the indigenous banking community 
towards the introduction of any measures for regulating their operations and for giving 
publicity to the same ? 

9. Please state whether the indigenous banks and bankers are able to meet all demands 
for accommodation or whether they are obliged to refuse any either on account of the 
unacceptable nature of the security offered or owing to insufficiency of their working 
capital ? 
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10. How in your opinion should the indigenous hanking system he linked with the 
central money market and provincial capitals ? 

Would you suggest the establishment of a branch of a joint stock bank, or a branch 
of a Central Reserve Bank, or a local bank with local directorate, or an urban 
co-operative bank, in each district with which the indigenous banking system mav be 
connected ? ' 

In what manner could such a bank i nspire the confidence of the indigenous hankers 
and bo able to utilise the local knowledge and experience of the latter ? 

How is the competition of such a bank with the indigeneous bankers to be avoided 'l 

11. Do you think there is a large amount of money in the districts in the hands of 
indigenous bankers which does not find employment throughout the year 7 

Do you think that owing to this cause any large amount of money is dewing to the 
provincial capital either for long or for short periods '( 

Do you think any kind of improvement in the organisation of lending or borrowing 
can be made by which these funds instead of flowing to the provincial capitals would 
find remunerative employment in the districts and thereby benefit tbe districts ? 

1H.—Investment habit and attraction of eapltal. 

1. What are the existing banking resources in the province ? 

Can you state the amount of additional capital, if any, required ? 

What are the men us or institutions in existence for encouraging savings and invest¬ 
ment habit ? 

What has been the influence of co-operative societies and banks, insurance companies and 
provident societies in this respect ? 

Are the publio provided with full facilities for the investment of their savings 7 

Can the existing facilities be, improved in any way or extended in the smaller interior 
places ? 

Can you suggest ways in which persons unwilling to earn interest on deposits can be induced, 
to render their savings available for the economic development of the country f 

Can you give any useful information in regard to the habits of the people of India to 
invest in silver and gold and land ! 

2. Are postal cash certificates popular in your district or province and can any steps 
be taken to increase their popularity 7 

Do present interest rates of cash certificates require revision and do existing terms of 
issue in any way need change 7 

Do savings banks afford all possible facilities to the public ? 

What classes of population resort to such forms of investment 7 

Can anything be done to attract other classes ? 

Have you anything to say regarding the alleged competition of Government with bank¬ 
ing institutions and bankers in regard to deposits by their attractive rates on postal cash 
certificates and treasury bills ? 

3. State the existing facilities for purchase and sale of Government securities afforded 
by Government, the Imperial Bank of India and other banks. Are you in favour of 
granting any special facilities to the small agriculturists and the small investors of the 
couutry to take up some form of Government security 7 If so, state what special faci¬ 
lities you recommend. 

State the existing facilities for purchase and sale of securities other than Government 
securities, afforded by the various financial agencies. 

Can you indicate clearly the habits of various groups of people in your district or pro¬ 
vince with reference to monies which come into their hands by sale of produce or thr ough 
any other cause 7 Where do they keep this money and for what purposes and in what 
manner do they use it ? 

Do the farmers lend to fellow agriculturists and on what terms ? How do they invest 
surplus money in a prosperous year 7 Give any information you can regarding the amount, 
growth and distribution of capital among the indigenous population. 

4. State what you know about the growth of cheque-liabit. 

What has been the effect of the abolition of stamp duty on cheques ? 
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What classes of population use cheques ? Have you any suggestions to make for furthei 
promoting the cheque habit (e.g., payment of Government servants and bank employee! 
above Rs. 100 by cheques) ? 

Have you any suggestions to make regarding the use of vernacular scripts in banking 1 

5, Do you support the view that the banking and investment habit in India is oi 
very slow growth ? 

If so, to what causes do you attribute it ? 

Have you any suggestions to make regarding t.he various possible means of educatinf 
the people of the country to invest their savings in productive undertakings (e.g., propa 
ganda by Government in regard to Government loans for capital expenditure, etc.) ? 

As far as you know, what has been the result of the opening of new branches in recent 
years, by the Imperial Bank of India ? 

Have you any knowledge of investment trust t Do you advise the formation of such botlie. 
in this province or your district ? 

Supplementary Questionnaire. 

I. Describe the part played by the different classes of banks and bankers and import 
ing and exporting firms in the financing of foreign trade of India during the followin' 
stages :— 

la) Export Trade¬ 
li) From the village to the mandi. 

(it) From the mandi to the exporting ports. 

(6) Import Trade — 

(i) From the importing ports to the. distributing entires in India, such at 
Amritsar, Delhi, Cawnpore, etc. 

(it) From the distributing centres to the consumer. 

II. What are the terms on whieb the financing of trade during the above stages it 
done i Are any difficulties experienced iu connection with the above financing and liavi 
you any suggestions to make for removing those difficulties and for improving in ar.j 
way the existing fiiiaueialfaeilitiesava-ilable for the movement of imported and exports 
bio articles? 

HI. It has been suggested that the grower of produce in. India does not get the ful 
value for his produce on account of the speculative buying and selling activities ul 
firms and companies who deal in the export trade and by (he control of prices by these 
and other bodies. What are your views on this suggestion t Please supplement yom 
views by any facta and figures within your knowledge. Have you any observations tc 
make with a view to ensure a better ret urn to the growers of produce in India ? 
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APPENDIX II. 

List of Witnbshjls Examined. 

Government OJfici-aJe. 

1. Abdul' Rahim, Khan Bahadur Gulam Mahomed, Deputy Director of Agriculture, 

Sind. 

2. Abott, Mr. J., I.C.S., Collector, Dharwar. 

3. Advani, Mr. P, B., M.Sc. (Tech.), M.S.E., Director of Industries. 

4. Almoula, Mr. S. O., B.A., T.L.B.. Assistant Registrar, Co-operative Societies, 

Surat. 

5. Azimkhan, Inayatalikhan, Khan Bahadur, Deputy Registrar, Co-operative 

Societies, Sind. 

6. Beri, Professor S- C., M.A., Karnatak College, Dkarvrar. 

7. Bewoor, Mr. G. V., I.C.S. (Postmaster-General). 

8. Bhogwat, Mr. N. P., M.A., LL.B., Assistant Registrar, Co-operative Societies, 

Belgium. 

SI. Bhide, Mr. V, I.C.S., Registrar, Co-operative Societies, 

10, Braliam, Mr. H. V., 1.0.S., Collector, Surat. 

11. Burns, Dr. W., D.So., Director of Agriculture. 

*12. Deaai, Mr. B. N., Mamlatdar, Dohati. 

13. Desai, Mr. O. O., M.A., District Deputy Collector, Broach. 

*14. Gradgil, Mr. V. V., B.Ag., Deputy Director of Agriculture, Konkan Division. 

IC. Garrett, Mr. J. R., I.C.S., Commissioner, Northern Division, Ahmedabad. 

16. Uhulaur Nabi, Khan Sahib Nur Nab;, B.A., Deputy Collector, Shall!)under. 

*17. Uilligan, Mr. W. B., I.O.S., Collector, Ratnagiri. 

18. Cokhale, Prolessor V. C4., College of Agriculture, Poona. 

MS. Hiremath, Mi. R. S-, District Deputy Collector, Bijapur. 

20. iltlli, Mr, C. B., Assistant Registrar, Co-operative Societies, Dirarwar. 

21. Hulyal, Rao Saheb M. M., K.A., District Deputy Collector, Western Division, 

Poona. 

22. Karaujikar, Mr. S. P«., Mamlatdar, Sllirpur. 

23. Koreishi, Mr. A. 0., M.A., Collector, Broach. 

24. Mar a the, Mr. C. G., Huzur Deputy Collector, Dhulia. 

25. Master, Mr. A., T.O.S., Collector, Kaira. 

20. Mivchandani, Mr. U. M., I.C.S., Collector, West Khandesh, Dhulia. 

27. Mule, Rao Saheb R. D., District Deputy Collector, Sholapur. 

28. Nadig, Mr. V. V., B.A., District Deputy Collector, Belgaum, 

*29. Naik, Mr. V. H., M.A., Collector, Bijapur. 

30. Palekur, Rao Bahadur, B.A., M.B.E., District Deputy Collector, Belgaum. 

31. Patel, Mr. B. S., Deputy Dirootor of Agriculture, Gup-rat, Surat. 

32. Patel, Rao Saheb D. A., B.A., Personal Assistant to the Collector of Surat. 

33. Patil, Rao Bahadur P. C., T.-.Ag., M.Sc. (Agrl. Economics), Acting Principal, 

Agricultural Gollege, Poona. 

34. Patil, Mr. R. 8., Agricultural Organizer, Co-operative Societies, Southern Division, 

Dhartvar. 

35. Patwardhan, Mr. R. W., B.A., Assistant- Registrar, Co-operat-ive Societies, 

Khandesh Division, Dhulia, 

36. Phanse, Mr. M. A., B.A., District Deputy Collector, Sholapur. 

*37, Potuis, Mr. D J., B.Ag., Huzur Deputy Collector, Ratnagiri- 
*38. Pot.uis, Rao Saheb L. S., B.A., Huzur Deputy Collector, Karad. 

39, Punjabi, Mr. K. L., I.C.S-, Superintendent, Land Records, Central Province, 
Poona. 
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40. Salimath, Mr. S. S., Deputy Director of Agriculture, Dharwar. 

*41. Sashittal, Mr. M. S„ B.A., District Deputy Collector, Ratnagiri. 

42. Shah, Mr. D. A., M.A., LI..B., Assistant Registrar, Co-operative Societies, 

Southern Division, Poona. 

43. Shevade, Mr. S. V., Cotton Superintendent, Southern Maratha. Country, 

Dhanvar, 

44. Shirras, Mr. G. Findlay, M.A., Principal, Cujerat College, Ahmedabad. 

45. Wagholkar, Mr. B. P., L.Ag., Deputy Director of Agrioulture, South Central 

Division, Poona. 

2. Representatives of Commercial Bodies. 

1. Ahmedabad Millotvners’ Association, Ahmedabad-— 

Mr. Sakarlal Balahhai, M.L.C., Vice-President. 

Mr. Shantilal Mangaldae, Honorary Secretary. 

Mr. Goverdhandas I. Patel, Secretary. 

2. Ahmedabad Sliroff Association, AhmedaWl— 

Mr. Jaisinghblioy Purshotamdas. 

Mr. Amritlal Hargovandas. 

Mr. Jamnadas Chimanlai. 

Mr. Manilal Bhogilal. 

3. ' Bombay Chamber of Commerce, Bombay— 

Mr. E. Miller, M.L.C. 

Mr. A. R. Ingram. 

Sir Leslie Hudson, M.L.C. 

Mr. R. Sullivan. 

4. Bomhay Hosiery Merchants’ Association, Bombay.— 

Mr. K.. N. Katrak. 

5. Bombay Native Pieeegoods Merchants’ Association, Bombay — 

Sir Manmohandas ilamji, Kt. 

6. Bombay Native Share and Stock Brokers’ Association, Bombay— 

Mr. K. R. B. Shrofl, Chairman. 

Mr, A. D. Shrofi, Member. 

7. Buyers’ and Shippers’ Chamber, Karachi-— 

Mr. C, A. Bueh, Vice-Chairman. 

Mr. Halidas Lalji, Honorary Secretary. 

8. Grain Merchants’ Association, Bombay— 

Mr. A. R. Bhat, M.Coin., Journalist. 

Mr. Dabke. 

0. Indian Central Cotton Committee, Bombay— 

Mr. W. J. Jenkins, Secretary. 

Mr. Ellis Jones, M.L.C., Member. 

10. Indian Insurance Companies Association, Bombay— 

Mr. K. S. R. Iyer. 

LI. Indian Merchants’ Chamber, Bombay — 

Mr. Husseinbhoy Lalji, Vice-President. 

Mr. Walchand Hirachand, Member. 

12. Karachi Indian Merchants’Association, Karachi— 

Seth Doongersey Dharamsey. 

Mr. T. K. Jcswani, M.A. 

1 13. Kirloaker Brothers, Ltd., Kurad— 

Mr. K. W. Gurjar, Secretary. 

14. Maharashtra Chamber o! Commerce, Bombay— 

Mr. M, L. Dahanukar. 

Mr. S. H. Lele. 

Mr. Kelkar, Secretary. 

15. Maharashtra Manufacturers’ Association, Poona— 

Mr. G. D. Kelkar, Honorary Secretary. 
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1G. Marwari Chamber of Commerce, Bombay— 

Mr. Ramehaudro Baid. 

Mr. Shivapratap Josbi. 

Mr. Begraj Gupta. 

Mr. Diksti it. 

17. Panehkuva Cloth Association, Alunedahad— 

Mr. Punjabhoy Dipchand. 

Mr. Maneklai Motilal. 

IS. Poona Merchants’ Association, Poona— 

Principal G K- Bhopatkar. 

19. Ralli Brothers, Bombay— 

Mr. G. Sugdttry. 

20. Shareholders’ Association, Bombay— 

Principal Sohrab P». Davar, Bar-at-Law. 

Mr. J'amnadas Morarji. 

Mr. Jagmohandaa Eapadia. 

21. Sholapur Merchants’ Chamber, Sholapur— 

Mr. GulabcLand Hirachand, President. 

Mr. S. B, Dlnunma, Fice-President. 

Mr. Jivaraj Malnckehand, Secretary. 

‘I. Representative? of Bankers and Money-lenders. 

■7 oinl Slock Banks. 

1. Bank Of India, Bombay— 

Mr. A. G. Gray, Manager. 

2. Imperial Bank of India, Bombay— 

Mr. J. G. Ridland, Secretary and Treasurer. 

Other Bankers and Money-lenders. 

1. Ankalgi.Mr. K. B., Dharwar. 

2. Bharatia, Mr. Kalidas, Surat. 

3. Bharatia, Mr. S. It., Uindia. 

4. Bombay Shroff Association, Bombay— 

Seth Amtbalal Jumakhram. 

Seth Lakshmichand iJoshi. 

Seth Shivlal C. Shah. 

5. Dalstingh, Mr. Gumansingli, Broach. 

*6. Darbar, Mr. T. N., Bijapur. 

7. Dwarkadae, Seth, Sukkur. 

8. Davaram, Mukhi, Hyderabad. 

9. GoveTdhaudas, Seth Prahladji, Poona. 

10. Gujjar, Mr. Bhogilal B., Poona. 

11. Gulabchand iliralal, Kao Saheb, Iihulia. 

12. Jadav, Rao Saheb V, C., Surat. 

13. Kashinath Mulchand, Shet, Dhulia. 

14. Kavthekar, Mr. G. I'., Sholapur. 

15. Khandwalla, Mr. M. S., B.A., Surat. 

16. Kinkhabwala, Mr. 1. N., Surat- 

17. Xothary, Mr. C. M. 

18. Madiwala, Mr, K. G., Poona. 

*19, Mansukhlal, Mr. Maganlal, llohad. 

20. Mehta, Mr. M. I., Broach. 
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21. liudiraddi, Mr. 1'. T., llharwar. 

22. Narsidas, Mr. Motii-am, Surat. 

*23. Phadkc,Mr. A. Balnagiri. 

24. Podar, Mr. Ramedeo, Bombay. . 

25. Pophale, Itao Bahadur, L. V., Uhulia. 

26. Pritamdas, Mukhi Goviudram, Ilyderabal. 

27. Sahcbram, Mi’. Chhaganlal, Dhulia. 

28. Shah, Rao Salieb G, K., Dhulia. 

20. Shah, Mr. Maneekehand It,, Sholapur. 

30. Shikarpur Shroff Association—• 

Mr. Hiranand Parsram Nechani, Pleader, Chairman. 

Seth. Luiiidasin Satramsing. 

Seth Hasasing Jesasing. 

Seth Tahalram Radhabishin. 

Seth Khubehad Fateohand. 

Seth Jethanand of the tirm of Seth Nuraiuda;. flaugavishindan. 

Seth Ghllaaing Satramsing. 

Dr. Kishanuhaiul Jf. Bulchandani, M.D. 

Dr. Bhogyandas J. Bevidasani, M.B.B.S. 

Mr. Taraehand D. Gaji’o, M.A. 

*32. Shiralkar, Mr. P. A., Karad. 

33. Sulakhe, Mr. B. P., Sholapur. 

34. Tavery, Mr. Chanderbhan, Karachi. 

35. Tcckchand, Seth LaleJhand, Shikarpur. 

35. V'irehand, Seth Dalichand, Surat. 

4. Hepresentahms of Co-opmitko OfganiauUons. 

1. Advaui, Mr. Durgadas B., Managing Director. Mercantile Co-operative Rank, 

Karachi. 

2. Ajwani, Mr. Bhojraj M., Managing Director, Sukkur Urban Co-opera, tivc Society, 

Sukknr. 

3. Alavi, Mr. Hatirn A., Director, Sind Central Co-operative Bank, Karachi. 

4. Alavi, Mr. I'ayabah A., Chairman, Mercantile Co-operative Bank, Karachi. 

0. Aiiahbuksk Khan, Khan Saheb, M.L.C., Chairman, Shikarpur Zemindari Bank, 
Shikarpur. 

6. AlUkino, Mr. Waderao, District Honorary Organiser, Co-operative Societies, 
Karachi. 

7 Anklesliwar N agaric Sahakari Bank, Ltd., Broach— 

Nivantilal Tribhovandas, Managing Director. 

8. Autarkar, Mr. S. B., Chairman, -Jar Tar Weaving Industry Developing Co-opera¬ 
tive Society, Ltd., I'oona. 

*B. Athalye, Mr. V. V., District Honorary Organiser, Co-operative Societies, 
Ratnagiri. 

10. Bakre, Mr. V. N., Honorary Organiser, Beigaum District Co-operative Institute, 

Belganm. 

11. Bauatwala, Ran Salieb P. H., District Honorary Organiser, Co-operative Societies, 

Jambusar. 

12. Basvur, Mr. M. M., Manager, KRrnatak Co-operative Institute, Dharwai. 

13. Bechar, Mr. K. A., M.L.C., Managing Director, Urban Co-operative Bank, 

Karachi. 

14. Begraj, Mr. Virumal, Chairman, Co-operative Urban Bank, Sukkur. 

15. Bhalerao, Mr. M. G., District Honorary Organiser, and President, Supervising 

Union, Amalnec. 

16. Bildikar, Mr. P. M., Chairman, Pachora Taluka Land Mortgage Bank. 
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17. Bombay Pioneer On operative Thrift Society, Bombay— 

Mr. M. V. Parekh, President. 

Mr. J. K. Parulkar, Pice-President. ' 

Mr. R X. . Banina, Member. 

18. Bombay Provincial Co-operative Bank, Bombay— 

Dewan Bahadur A. U. Malji. 

Mr. D. VS Gokhale. 

If), Bombay Provincial Co-operative Bank, Ltd., Dhulia. Blanch — 

Mr. D. R. Kale, Senior Inspector. 

Mr, Thakore, Agent. 

2(1. Bombay Provincial Co-operative Institute, Bombay— 

Professor H L. Kaji, P/ce-Preaident.. 

Rao Bahadur 8. 8. Talma.ki. Honorary Secretary, 

Mr. R. N. Mehta, Member. Executive Committee. 

21 Bulohand, Mr. K., Chairman, Khudabadi Bhaibund Co-operative Credit Bank, 
Ltd., Hyderabad. 

22. Chaugule, Mr. A. P,, Chairman, District Central Co-operative Bank, Bclgaum. 

23. Ohitale, liao Bahadur G. K., Chairman, Ahmedabad Central Co-operative Bank, 

Ahmedabad, 

24. Chandburi, Mr. S. L., Chairman, BhatpuraCo-operative Credit Society, Shirpur. 
2d. Cbaudhari, Mr. S. N., Chairman, East Khandesh Central Co-operative Bank, Ltd., 

Jalgaon. 

2ii. Gadag Sale Society, Dharwar— 

Rao Saheb V. P. Chavdi, Chairman. 

Mr. V. A. Shetti, Manager, 

27. Gandhi, Mr. C. M., B.A., LI.i.B., Advocate, Chairman , Surat District Co-operative 

Bank. Ltd., Surat, 

28. Garud, Mr. V. V., B-A , District Honorary Organiser, Co-operative Societies, 

Dhulia. 

2$). Gavanc, Mr. M. M., District. Honorary Organiser, Co-operative Societies, 
Sholapur. 

30. Gunjikar, Mr. D. K., B.Cojn., Manager, Southern Maliratta Urban Co-operative 

Buik. Ltd., Dharwar, 

31. Grain Sale Society, Shikarpur— 

Aga GulHasnan Khan, Managing Director. 

Sheikh Ghularn Mahomed, Chairman. 

32. Hajanshah, Syed, Chairman, Shikarpur Co-operative Credit.Society, Shikarpur, 
*33. Halakatti, Rao Saheb P. G-, Chairman, Cotton Sale Society, Bijapur. 

34. Hyderabad District Central Co-operative Bank, Ltd.— 

Rai Bahadur Pritamdas; Managing Director. 

Mr, J. K. Thadani, Manager. 

3d, Jbamatlal. Mr. Gopaldas,Chairman, Co-operative Institute, Hyderabad. 

36, Joshi, Mr. M. Y., Manager, Nagar Urban Central Co-operative Bank, Ltd., 

Ahmednagar. 

37, Kadir, Kazi Ohulam, District Honorary Organiser, Co-operative Societies 

Sukkur. 

38, Kazi, Professor H. L., M.A., B.Sc., I.E.S., Represente,tive of Urban Co-operative 

Societies, Bombay. 

3D. Kale, Mr. M. R., Manager, West Klmndeeh District Purchase and Sale Union, 
Shirpur. 

40. Kamaiak Central Co-operative Bank, Dliarwar— 

Rao Bahadur Patil, Chairman. 

Mr. H, H. Simur. 

Mr. S. G. Godhi. 

41. Kelkar, Mr. M. C., Chairman, West KJiandesh District Co-operative Institute, 

42. Kelkar, Mr. P. V., Inspector, Weavers’ Co-operative Society, Poona.. 
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43. Khudadadkhan, Khan Bahadur Abdul Hamidkhan, Chairman, Sukknr 

Co-operative Bank, Sukkur. 

44. Kulkarni,Mr. M. S., District Honoraty Organiser, Co-operative Societies, Gadag, 

Dharwar. 

45. Lajmi, Mr. R. A., Representative of the Shamrao Vitlial Urban Co-operative 

Bank, Bombay. 

46. Mahomed, Seth Haji, Distriot Honorary Organiser, Tando Allhayar, 

Hy detain d. 

47. Malji, Diwau Bahadur A. U., Divisional Honorary Organiser, Co-operative 

Societies, Northern Division, Broach. 

48. Mallik, Mr. N. D., late Director of the Sind Central Co-operative Bank, Ltd., 

Karachi. 

49. Noor Mahomed, Mr., Chairman, District Central Co-operative Bank, 

Hyderabad. 

50. Pandharpur Urban Co-operative Bank, Ltd., Sholapiir— 

Mr. K. R. Nawale, Chairman. 

Ran Saheb G-. B. Paricharak, Director. 

Mr. N. P. Surnia, Manager. 

51. Pandya, Mr. C. A., District Honorary Organiser, Co-operative Societies, Bmvad. 

52. Parikh, Rao Saheb X. S-, Managing Director, Kaira District Central Co-operative 

Bank, Nadiad. 

*53. Parulkar, Rao Bahadur L. V., President, Urban Co-operative Credit Society, 
Ratuogiri. 

64. Patel, Mr. D. D., Chairman, Shirpur Taluka Co-operative Union, Sliirpur. 

*55. Patel. Mr. Gaja, Chairman, Co-operative Society, Nardayada, Dohad. 

50. Patel, Mr. P. I., District Honorary Organiser, Cotton Sale Society, Soneek, 
Surat. 

57, Patil, Mr. D. L., Chairman, Rpddi Communal Co-operative Bank. Ltd., Dh fir war 

68. Patil, Mr. Lahu Chimnaji, District Honorary Organiser, Co-operative Societies, 
Shoiapur. 

59. Patil, Rao Bahadur, M. T,., District Honorary Organiser, Co operative Society, 
Bail-Hongal, Belgaum. 

*00. Pitre, Mr. V. R., Chairman, Co-operative Credit Society, Rajapur, Ratnagiri. 
fil. Poona Central Co-operative Bank, Ltd.— 

Mr. D. V. Gokhale, President. 

Mr. M. R. Tarknnde, Director. 

Mr. B. M. Gupte, Director. 

Mr. S. L. Apte, Managing Director. 

62. Pritamdas, Uai Bahadur, Honorary Secretary, Sind Divisional Co-operative 

Institute, Hyderabad. 

63. Rane, Mr. G. M. S-, Representative of the Port Trust Employees Co-operative 

Society, Bombay. 

04. Rekhial Shall, Sayeod, District Honorary Organiser, Co-operative Societies, 
Hyderabad. 

66. Sane, Mr. G. R., Chairman, Barsi Centra] Co-operative Bank, Ltd., Shoiapur. 

66. Shahani, Mr. Kcwalratn Davarcun,Director,Sind Centra! Co-operative Bank, Ltd., 

. Hyderabad. 

67. Shankerbhai. B,ao Saheb Desaibhai, District Honorary Organiser, Co-operative 

Societies, Ahmedabad. 

68. Shirhatti, Rao Saheb C. S.. Managing Director, Hubli Cotton Sale Society, 

Dharwar. 

69. Shroff, Mr. Bhagwandas B., District Honorary Organiser, Bnlsar. 

70. Sind Central Co-operative Bank, Ltd., Karachi— 

Mr. B. S. Jagthani, Accountant. 

Mr. C. K. Thadani, Inspector. 
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71. Surat People?’ Co-operative Bank, Ltd.. Surat— 

Diwaii Bali ad or Thakoram Kapilram Mehta, C.I.E., LL.B., Chairman. 

Rao Salieb V. C. Jadhav, B.A.. Managing Birector. 

1'2. Talikot, Mr. B. D., Chairman, District Central Co-operative Bank, Bij&pur. 

73, Thenaki, Mr. H. It., B.A., LJi.B., District Honorary Organiser, Co-operative 

Societies, Borsad. 

74. Walvekar, Rao Bahadur K. R., B. A., LL.B., Chairman, Huhli Urban Co-operative 

Bank, Ltd., Dharwar. ’ 

■ r >. Other Individuals. 

1. Abdulpurkar, Mr. N. A., Sliolapur. 

*2. Anrupsingli, Mr. B., Dohad. 

3. Bajaj, Mr. Shrinivas K., Bombay. 

4. Bavlawalla, Mr. Purshotam L., Bavla, Ahmedahad, 

*5. Bhat, Mr. A. TC, M.Com., Ratnagiri. 

ii. Bhiladwalla, Khan Bahadur V. B., Surat. 

7. Bhosle, Mr. M C., M.L.C., Dhulia. 

5. Border. Khan Sahib Sardsr Kesar Khan, Special Magistrate, Sukkur. 

9. Cliandiraiu, Mr. J. B., Rohri, Sukkur. 

10. Iliibbai, Mr. Nagji, Jambusar, Broach. 

11. Damodardaa, Rao Bahadur Lalluhhai, Poona. 

12. Desai, Mr. D. JJ,, M.A., LL.B., Pleader, Broach. 

13. Desai, Rao Saheb Dadubhai P., Nadiod. 

14. Desai, Rao Saheb J. V., Bar-at-Law, Ahmedaltarl. 

15. DeBhmukh, Mr, Uttamrao B., Moratw, Dhulia. 

*19. Deshpande, Mr. L. M., M.L.C., ICarad. 

17. Dlior, Mr. Mukunda Harayan, of Merles, Belgaum. 

18. . Dixit, Mr. S. P., Pleader, Klied. 

19. Doddamani, Mr. N. S., Dharwar. 

20. Ekbote, Mr. T. M., Sholapur. 

*21. Gandhi, Mr. Bhikhu N., Ratnagiri. 

22. Gandhi, Mr. Cliotalal Oholabhai, Ankleshwar, Broach. 

23. Oulabchand, Mr. Lilachand, Shirpur. 

24. Gunjal, Mr. N. It., M.L.C., Poona. 

25. Hassanbhai, Mr. Moosabhai, Samni, Broach. 

29. Ulava, Mr. PadamjiK.. Broach. 

27. .Toshi, Mr. Y. R., B.Ag., of Sajod, Broach. 

28. Kadadi, Mr. N. B., Sholapur. 

29. Kamaluddin, liaji, Hyderabad (Sind). 

30. Kano, Mr. T. R., Sholapur. 

31. Kamil Shah, Sved Mahomed, M.L.C., Hyderabad (Sind). 

32. KarandikaT, Mr. S. V'., Baramati. 

*33. Kemhhavi, Mr. N. R., Bijapur. 

*34. Kembhavi, Rai Bahadur R. K., President. District. Local Board, Bijapur. 

35. Khan, Khan Saheb Amir Buksh, President, Taluka Local Board, Sukkur. 

*3ii. Khanolikar. Mr. A. Y., Khanoli, Ratnagiri. 

37. Kisaandaa, Rao Bahadur Oliamanlal, Poona. 

*38. KotiAmba, Mr.- Dohad. 

39. Kulkarni, Mr. S. B., Secretary, Currimbhov Ebraliim Workmen’s Institute, 

Bombay. 

40. Lalji Naranji,Mr., Bombay. 
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*41. Lanjekar, Mr. G. P., Ratnagiri. 

42. Laxmeshwar, Mr. FaJdruppa L., Member, Divisional Board of Agriculture, Gadag 

Dharwar. 

*43. Maluahte, Mr. B. N.. Ratnagiri. 

41. Maskati, Mr- Tayabhai Mulla Mahomedalli, Surat. 

45. Mehta, Mr. Chimanlal N., Nad in.d. 

40. Mehta, Sir Lallubhai Samaldas, Kt., C.I.E., Bombay. 

47. Mehta, Mr. T. H., Ankleshwar, Broach. 

IS. Munahi, Mr. M, P., Ahmed abaci. 

411. Muushi, Mr. R. II., B.A., LL.B., Alnnedabad. 

50. Naik, Rao Bahadur Bhimbhai Ft., M.L.C., Surat. 

*51. Naik, Mr. R. B., Bijapur. 

*52. Nanai, Mr.’B. R., B.A., LL.B., M.L.C., Ratnagiri. 

53. Navalrai, Mr. Lalchand, M.L.A., Larkhana. 

54. Par! vi, Meherban Virsing Bapnji, Dhulia. 

*55. Pandya, Mr. R. D., B.A., LL.B., Rohad. 

*56. Raima Ini, Mr. Ghtuiilal, Bijapur. 

*57. Patankar, Sardar B. N., Knnwl. 

*58. Patel, Babusalieb, Dohad. 

59. Patel, Mr. Chotalal D., District Honorary Organizer, Kaira, Broach, 
fill. Patel, Rao Saheb E. P., District Honorary Organizer, Sholapur. 

61. Patil, Mr. Kashinath Amrau, Sholapur. 

62. Patil, Mr. A. B., Landlord, Sholapur. 

63. Patil, Mr. M. S., Landlord, Bhol&pnr. 

64. Patil, Mr. N. J., Landlord, Sholapur. 

65. Patil, Mr. S. S., Sankesbwar, Brlgaum. 

63. Patil, Mr. Vedu Ganpat, iiendrun, Dbulia. 

67. Prayag, Mr. S. H., Dbulia. 

68. Price, Mr. E. L., O.I.E., O.B.E., Karachi. 

*60. Rajtvade, Mr. N. M., Retired Accountant, Ratnagiri. 

70. Raising,]i, Sirdar Bhasaheb, M.L.O., Thakor oi Kerwacla. 

71. Rousing, Mr. B. R., B.A., LL.B., Dbulia. 

*72. Sakarlal, Mr., Dohod. 

73. Bathe, Mr. G. D., President, Taluka Board, Mad ha, Sholapur. 

*74. Bathe, Mr. P. M., Eatnagiri. 

75. Shirgaokar, Rao Saheb, Belganm. 

*70. Shirolkar, Mr. B. S-, Retired Deputy Collector, Bijapur. 

*77. Shrikant, Mr. L. M., Dohod. 

78. Shroff, Mr. A. D., Bombay. 

79. Sidhauti, Mr, N., Avarkod, Belgauru. 

*80. Surve, Mr. V. A., M.L.C., Ratnagiri. 

51. Thadani, Mr. 0. K., Bombay. 

82. Tikekar, Mr. L. V., S ho lap fir. 

83. Vakharia, Khan Bahadur P. R. 

*84. Valo, Mr., Dohad. 

85. Vnradabliai, Mr. Becbarbhai, Nadiad. 

86. Verhomal, Seth Ohanderam, Chairman, Rohri Bench Magistrate Court, Rohri. 

87. Wadekar, Mr. S. B., B.A., LL.B., Dhulia. 

88. Webb, Sir Montague de P., C.I.E., C.B.E., Karachi. 
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APPENDIX III. 

Itinerary oj the Bombay Provincial Banking Enquiry Committee 


Bombay 




September 23rd to 26th 

Poona 




tj 

28th to 5th October 

Sholapur 




October 

7th to 11th 

Bijajjur * 





14 th to 15th 

Karad f 




> > 

26th to 28th 

Dhuiia | 




November 

11th to 15th 

Nandarbar 




M 

Kith 

Surat 




J.‘ . 

18th to 2let 

.Broach 




»• 

22nd to 28th 

Ahinedabad 




> 1 

29th to 30th 

Nadiad 




Decern her 

1st 

Dohad* 




.. 

2nd 

llatnagiri* 




>» 

11th to 14th 

Bombay 

• • 



» j 

16th to 23rd 

Karachi 

« * 



•January 

13th to 17th 

Hyderabad 




»» 

18th to 20th 

Mirpurkhas 




» * 

21st 

Hyderabad 




» ' 

22nd 

Tando Adam 




♦ 1 

2 3rd 

Snkkur 




1 7 

24th to 25th 

Skiknrpur 




7 1 

27th to 28th 

La rk aim 




>• 

29th 

Bombay 




February 

3rd to 4th 

Dharw&r 




»> 

10th to 17th 

Belgaum 




. ” 

18 th to 19th 



* Visited by the Sub-Committee. 



t Vigil ed Is]ampur on 27ih October 1929. 



1 Visited Sbirpur 

on 13th November 1929. 


jto y 5—IS 
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APPENDIX IV. 
Agricultural Holdings. 


District 

Small holders 

Large holders 

Percent¬ 
age of 
small 
to total 
holders 

Perce n t- 
age of 
large to 
total 
holders 

No. of 
holders 
with 
holdings 

below 5 
acres 

Average 
holdin g a 
iu acres 

No. of 
persons 
holding 
over 

100 acres 

Average 
holdings 
in acres 

Ahmed a bad 


42,161 

2*7 

• 005 

287' 82 

54‘03 

0 * 05 

Kaira 


I26,14fl 

1*9 

268 

299 1 4 

76* 5 

0* 1 

Panch Mahals 


19,340 

20 

106 

219* 9 

49*3 

()-2 

Broach 


24,936 

2'4 

613 

264-2 

r»o * 5 

1‘ 05 

Surat 


64,055 

205 

435 

172*06 

G8S1 

0*6 

Thana 


59.659 

1*8 

1,281 

291 -B 

70-7 

1*4 

Ahmednagar 


43,483 

2*9 

2,232 

157* 4 

23*2 

1*4 

East Khandesh 


44,069 

2*7 

1,404 

22.ro 3 

30*7 

0*9 

West Khan desk 


8.502 

2*8 

1,408 

206* 02 

12*8 

2'2 

Nftfiik 


48,129 

24 

2,082 

141*7 

30 '6 

1-4 

Poona . 


74,776 

2 6 

1,370 

160-6 

45-4 

0* 81 

Safc&ra .. 


133,673 

2*2 

707 

221*7 

59 6 

0*3 

aiioUpm 


23,640 

2-0 

2,,401 

148-5 

21*2 

2* t 

Bclgaum 


76,562 

•2-B 

1,171 

226’ 2 

49*5 

0*7 

BIJayui- 


30,749 

S'2 

2,877 

210-1 

23*4 

2* 2 

Dharwar 


60,279 

S'i 

1,742 

213-5 

?7’7 

1*1 

Kanara 


29,286 

1*4 

303 

216-5 

67-7 

0*8 

Kolala 


46,553 

15 

464 

253-5 

75' 3 

0-7 

ftatnaglri 


30,193 

1*3 

338 

180-3 

76*52 

0-45 

Pomhay Suburban District and 

3465 

1*2 



3707 


DiVjBlOT!. 








Hyderabad 


4,406 

3*5 

1,936 

377- 5 

m-7 

9*04 

Karachi 


4,017 

3*4 

1,222 

36C*2 

24-7 

7*5 

Larkaim 


20,272 

2*6 

1,896 

330-y 

41'D 

3*9 

FT&w&bskah 


5,606 

S’7 

2,235 

376*4 

22*2 

8*8 

Sukkur 

’* 

26,624 

3 9 

900 

326*3 

53'0 

1*7 

Thar Park ar 


6,864 

3*7 

4,130 

309*1 

IS 9 

8*3 

Upper Sind Frontier 


1,030 

3*1 

1,425 

- 50507 

14*7 

20* 4 










APPENDIX V 








appendix 

Land 


Information obtained from recent Battlement 


District 

Taluka, 
Mahal, or 
Petlia 

. 

Class of land 

Years fo 
which figures 
relate 

Area sold 

Average 
assessment 
per acre 

I 

2 



4 

6 



6 






A. 

e. 

It*. 

a. p. 

Ahmodabad 

Sammtl Matin i 

Dry crop 


1916 to 1922 . - 

561 

10 

1 

9 0 



Rice 


l>o. 

Ill 

13 

4 

4 11 



Mixed 


Do. 

42 

1 

2 

0 5 


Pmntij 

Dry crop 


1BUH7 to 

1921-22. 

1,83-5 

31 

i 

S 6 


Modasa 

Dry crop 


1917-1$ to 

1921-22. 

117 

20 

2 

1 3 

PanuU Mahals 

13a lol 

Dry crujj 


1910-2 y 

384 

10 

1 

1 7 



Rico 


Do. 

10 

a 

2 

4 L0 


Kalol 

Dry crop 


1019-23 

277 

26 

1 

10 1 



llice 


Do. 

35 

28 

3 

13 4 


■1 Ejtilnd 

Dry crop 


1919-20 to 

1923-21. 

345 

5 

i 

2 C 



Rice 


Do. 

7 

35 

1 

fl 0 


Doimd 

Dry wof 


Do. 

636 

15 

l 

S 4 



Dice 


Do. 

12 

9 

2 

6 2 

Than a 

Bbiwajuli 

Kluirif 


1D2L-22 to 

1922 23. 

280 

23 

4 

1 1 



Mixed 


Do. 

u,on 

20 

2 

0 7 



Warka» 


Do. 

88 

20 

0 

a 7 



Sa.lt 


Du, 

77 

21 

!i 

3 7 


Kalym 

Kharif 


Do. 

53 

1.4 

3 

13 1 



Mixed 


Do. 

L.D50 

30 

0 

5 9 



Warkas 


Do. 

19 

131 

0 

12 11 


MnrKad 

Khar if 


Do. 

21 

0 

2 

12 2 



Mixed 


Do. 

1,464 

0 

1 

5 -5 



Warkas 


Do. 

32 

0 

0 

4 3 

Poona 

..fiiKhi 

Rice 

Dry crop 

• 


1919-20 tc 

L924-23. 

Do. 

4 

383 

38* 

SI 

0 

14 8 

3 2 

Ea°t Khandosb 

ChaUst^ion .. 

Dry crop 


10L4-24 

17,676 

18 

0 

15 1 



Ghirdt n Motas- 
thal. 

Do. 

121 

38 

1 

9 5 



Irrigated 
canal. 

by 

Do. 

135 

20 

1 

• 

3 2 


-———- --- 1 « _ 

Vearh) followed by ‘Ili^ry (?) are the year? of the prepnraticu of 

Figures marked with (*) refer to 









g r* 
s? 

Hi 

reports 

Information obtained from previous settlement report 


Average 

Class of land 

Years to 



Average 

Average 

selling price 
per acre 

.■ which figures 
relate 

Area sold 

assessment, 
per acre 

selling price 
per awe 

7 

S 

* 

10 


il 

12 

!Rs. a. p. 



A. 

p?. 

£ls. a. p. 

Rs, a, p. 

52 1 4 

78 3 9 

Sot known 

L884-S8 

531 

313 

1 5 10 

. 36 1 0 

42 6 1 







54 14 10 

Not known 

1686-00 

444 

38$ 

1 7 S 

64 13 C 


Rice 

1690 

58 

15 

1 S 2 

72 0 ‘ 4 

52 15 10 

Not know n 

1886-88 

y 

39 

5 18 9 

252 15 0 

75 3 1 

Not known 

1691-02 to 

l8flD-0«. 

no 

9 

14 1 

33 8 1 

143 14 5 







144 11 9 







149 10 8 

Notknown 

1005-00? 

'JO 9 

37 

2 0 1 

69 0 7 

46 14 11 

68 0 0 

NTot. known 

1001-02 to 

1906-07. 

Tjg 164 

10* 

1 6 10 

43 11 9 

40 12 6 







77 0 2 

Not known 

1902-03! 

509 

13 

1 6 10 

18 5 t) 

177 3 e 

Rice 

1894? 

-• • • 

78 

0 

2 5 6 

37 14 11 

101 5 7 

Klee and WaiTcas. 

Do, 

395 

0 

2 4 5 

82 3 e 

124 6 0 

Walk as 

Do. 1 “J." 

6 

0 

0 4 0 

1 14 0 

122 10 4 

Ila^yat. 

Do. 

3 

0 

10 0 

33 0 0 

210 0 8 

Rice 

1893? 

5 

0 

3 0 0 

77 12 10 

118 0 0 

III 0c and Warkas.. 

Do. 

423 

n 

1 14 4 

27 $ 0 

S3 11 10 

Warkas 

Do. 

3G 

0 

0 4 0 

10 3 

124 0 9 

Not known 

Bo. 

743 

0 

1 1 0 

20 3 4 

70 2 0 

31 3 e 







690 7 10* 

25 4 3* 


luJormatio 

' 

n not available. 



112 11 6 

264 12 1 







213 fl 1 

Not- known 

1895? 

] .636 

0 

0 12 6 

18 8 1 

the settlement report from which the figure t have been taken, 
purchases made by the Tata Company. 









APPENDIX 


Information obtained from recent settlement 


District 

Taluk a, 
Malml. or 
i’etiui 

Class of laud 

Years to 
which figures 
relate. 

Area sold 

Average 
assessment 
per acre 

l 

„ 


4 

3 


6 





A. 


Tta. a. p. 

West ltljaadesh -. 

Sinrihkhed . ■ 

Dry crop 

15)19-21 

3.225 

18 

i o 7 



Garden 

Do. 

211 

30 

i in o 

Itatnagiri 

Tv lied 

Khar: f 

1915-23 

n.i 

12 

Bin 



Mixed 

Du. 

923 

10 

o a 4 



Warkas 

Do. 

to 

°2 

0 2 8 

Satar.i 

Satara 

Dry crop 

1817-22 

1,358 

18i 

1 8 V 



Garden PataG 
tlrnl. 

Do. 

m 

101 

5 4 5 



Eice 

Do. 

8 

5J 

5 14 0 

Klumapui 

Dry crop 

Dry crop 

101.3-23 

5,044 

38 

Cl S 6 



Garden Patas- 
tlial. 


227 

27 

18 7 


KaTad 

fry I.TOJP 

1814-23 

7 

Hi 

8 12 7 



Garden Patas- 
thal. 

Do. 

40 

7i 

5 1 7 



Rice 

Du. 

0 

4 

0 5 0 


Patan 

Dry crop 

Do. 

1.429 

371 

0 12 U 



Garden Motas- 

that. 

Do. 

0 

10 

2 14 1 



Garden Pitas* 
thal. 

Do. 

15 

39 

3 10 0 



Rico 

Do. 

84 

s»i 

2 0 5 


Waftva includ¬ 
ing Sliirola. 

Dry crop 

Garden Motes* 
thal. 

Do. 

Do. 

3,474 

143 

3* 

9 

2 5 11 

2 12 4 



Garden Pat as- 
that,. 

Do. 

40 

36 

4 2 1 



Rice 

Do. 

30 

39l 

2 9 10 

Kolaba 

Alilmg 

Sweet Khar if. 

Do. 

080 

2li 

0 7 11 



Do. and 

/Warlrae. 

- Do. 

1.575 

32} 

2 10 0 



WtttkflF 

Do. 

288 

41 

0 8 3 



Raid 

Do. 

139 

u 

1 15 2 



Garden 

Do. 

257 

88} 

0 4 9 



Salt khnrif .. 

Do. 

tee 

01 

3 7 fi 


j 

Do. ano 

sweet. kh&riC. 

Do. 

0 

IS} 

S 13 7 


Salt mixed .. 

Do. 

12 

23} 

2 7 s 


Yeats followed by query (?) are the years of the prepara tion 
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V — could. 


reports 


Information obtained from previous settlement reports 


Average 
selling price 
per acre 

7 

CkiSS of iand 

8 

Years to 
which figures 
roiifte 

y 

Area soi l 

10 

Average 
assessment . 
per acre 

11 

Average 
soiling price 
per acre 

12 

Jfts. A. p. 



A. g. 

R<=. a. j>. 

It*, a. t. 

136 5 0 

271 8 0 

' 1,021 0 fi 

06 15 11 

Not known 

L8W2? 

1,309 0 

1 G 2 

23 5 7 

65 id 7 

Not known 

18947 

16,169 U 

0 14 fi 

43 11 2 

151 13 8 

735 9 4 

420 10 0 

Not known 

1892? 

385 0 

1 ]S. 9 

71 15 11 

42 8 8 

169 4 10 

Not known 

18(10? 

1,360 0 

0 12 10 

23 12 11 

923 15 8 

13 7 

50 0 0 

Not known 

18U3? 

333 0 

, 

£ 3 7 

113 6 7 

122 13 1 

S71 3 2 

749 11 2 

18S 12 10 

Not known 

1393? 

■ 325 0 

1 14 1 

67 & 4 

222 7 8 

450 12 0 

817 12 10 

552 7 8 

Not known 

1894? 

435 0 

2 2 3 

86 12 Q 

531 2 4 

Rice 

1833? 

CO 0 

4 8 U 

178 b 7 

203 4 0 

T)o. and Wjxrkas ■ ■ 

Do. 

57 0 

2 14 1 

124 4 3 

02 2 8 

WarkftS 

Do. 

50 0 

0 8 11 

37 12 0 

108 5 3 

Rabi 

Do. 

3 0 

10 0 

100 10 8 

795 6 5 

Garden 

Do. 

15 0 

0 4 3 

190 14 11 

308 10 8 

273 7 2 

244 6 11 

Do. .and Warkas 

Do. 

3 0 

3 10 8 

600 10 8 


of t-lie settlement report from which the figures have 'been taken. 
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APPENDIX 


reformation obtained from recent settlement 


District 

Taluka, 
Mahal, or 
Petba 

i 

| Class of (and 

Years to 
which flares 
relate 

j Area sold 

Average 
assessment 
per acre 

l 

- 


l 

5 


6 





A. 

8 • 

Rs. a. p. 

Kolaba— contd. 

Roha 

Swotftkliarif 

19L9-25 

330 


5 15 2 



Warkas 

Bo. 

321 

lti 

0 3 11 



Kharji ancl 

Do. 

1,244 

17 

2 10 1 

. 



dry crops 





Salt khacil' ., 

Bo. 

27 

aoi 

■ 

3 8 0 



Eabi 

Bo. 

83 

20 j 

1 10 5 


Pen includ¬ 
ing ^ugQ- 

Sharif 

1912-21 

1,083 

2 

4 0 7 


thua. 

Khar if and 

Warkas. 

Do. 

1,851 

3 i 

2 2 0 



WnrkfjE 

Do. 

374- 

■i’i 

0 10 7 



Eabi 

Do. 

10 

35* 

1 15 2 



Salt and fcharif 

Do. 

ISO 

2 

4 J 6 


- ■ - - - ■- > 

Tt arp fplloiretf by finer,- (?) arc the years of the preparation 
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V— concld. 


reports 

Information obtained from previous settlcm ent report s 

Average 
selling price 
per acre 

Class of land 

Years to 
which figures 
relate 

Area sold | 

Average 
assessment ( 
per acre > 

Average 
selling price 
per acre 

7 


s 

9 

10 

_ 1 

ii 

12 

Rs. 

a. p. 


l 

A. 

g* = 

Rs. a. p. 

Rs, a. p. 

498 

5 11 | 

i Rice * •; 

[ 1896? 

173 

1 ' 

4 4 1 j 

86 7 9 

31 

1 5 ! 

Warkas 

Do. 

17 

10 ! 

o 

tH 

© 

4 14 10 

197 

1 3 i 

Rice aud Warkas. 

Do. 

264 

2 

2 15 7 : 

43 7 11 

451 

1 3 ' 


i 





134 

4 4 







329 

4 0 

Not known 

1891 

257 

0 

2 7 0; 

90 13 2 

112 

5 0 


i 





42 

S 10 







121 

4 2 







293 12 0 








of the settlement report from which the figures have been token. 


MO X 5 — 10 
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APPENDIX VI. 


Joint Stock Banks Working in the Province. 




Offices in the Province 

Serial 

vr fl> , 



No. 


Number 

Where situated 

1 

Ajodhia Bank* 

1 

Bombay. 

2 

Allahabad Bank* 

1 

Bombay. 

3 

Bagalkot Commercial Bank 

1 

Bagalkot. 

4 

Bank of Baroda* .. 

o 

O 

Bombay, Ahmedabad and 

5 

Bank of Barsi 

1 

Surat. 

Barsi. 

6 

Banares Bank* 

1 

Bombay. 

7 

Central Bank of India 

7 

Bombay, Ahmedabad and 

8 

Dharwar Bank 

3 

Karachi. 

Dharwar, Gadag and 

9 

Frontier Bank* 

2 

Hubli. 

Bombay and Karachi. 

10 

Bank of India 

5 

Bombay, Ahmedabad, 

11 

Industrial Bank of Western India 

\ 4 

Poona and Bandra. 
Bombay and Ahmedabad. 

12 

Industrial and Mortgage Loans, Ltd. .. 

1 

Sholapur. 

13 

Jain Bank 

1 

Ahmedabad. 

11 

Javlakshmi Bank 

1 

Dharwar. 

15 

Karnatak Industrial Bank 

1 

Dharwar. 

16 

Lyallpur Bank* 

2 . 

Bombay and Karachi. 

17 

Madhwa Bank 

1 

Dharwar. 

18 

Bank of Morvi 

1 

Bombay. 

19 

Manekchowk Vyapar Uttejak Coy. 

1 

Ahmedabad. 

20 

Xannumal Naraindas & Co. 

5 

Bombay, Karachi, Hvder- 

21 

People’s Bank of Northern India* 

3 

abad, Shilcarpur and Suk- 
kur. 

Karachi, Shikarpur and 

22 

Punjab National Bank* 

3 

Sukkur. 

Bombay, Karachi and 




Hyderabad. 

23 

Union Bank of Bijapur and Sholapur 

2 

Bagalkot, Bijapur. 

24 

Union Bank of India 

1 

Bombay. 

25 

Vatandar Bank and Commercial Agency 

1 

Dharwar. 


Registered outside the Province of Bombay. 
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APPENDIX VII. 

Specimen forms of sundis, promissory notes and deposit receipts 

COMMONLY USED IN THE PROVINCE. 


NO. 1. 

Darshani Hundi. 

At Bombay Sheth_please accept salutations of the writer Sheth 

_from_• We have received here Rs. (1,000) one 

thousand only from Sheth_• Please pay to the presenter at sight 

and debit the same to our account. Please pay the double of five hundred, viz., one 
thousand only, per rules of the Bombay Shroff Mahajan. 

Dated the 12th darkday of Bhadrapad Samvat year 1985. 

Rs. 1,000 (Signed) 


No. 2. 

Shahjog Hundi. 

At Bombay Sheth__please accept salutations of the writer Sheth 

__from ..._ We have received here Rs. 1,000 

from Sheth ... .. Please pay the presenter on demand as per rules 

of the Bombay Shroff Mahajan after assuring yourself that the presenter is a Shah. 

Dated the 12th darkday of Bhadrapad Samvat year 1985. 

Rs. 1,000. (Signed) 

No. 2A. 

Shahjog Hundi. 

P. H. S., Dholka. 

Bow to Sbki Ganesh. 

To___..._worshipped and worthy of all eulogy, 

at_blessed by the goddess of wealth, the great and auspicious place, 

address _ .. _Written from Dholka by P- H. S. from whom please 

accept salutations. To wit. Pay at once on receipt of this hundi to its holder 
aooording to the custom of hundis after ascertaining his residence with full address 

Rs._in words rupees___doable of half the 

sum_on behalf of_of this place for value 

received. The proof for this hundi is that we shall write to you about it in a letter. 

The_of Samvat 198 corresponding to 

the_19 . Written by __ 
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HUNDI 


NINE ANNAS! 


No. 3. 

Mudati Bundi. 
Shbi satjtam. 


Rs. 000. 


( >... 


DUE 


BOMBAY, 
.days after date_ 


19 


pay to--- 

or order the sum 'of Rupees (600) Six Hundred only tor value 
received in cash this day. 


Brokers N. A Co. 


No. 4. 

Deposit Receipt. 


To. 


From_ 


The writer of this receipt has to-day received from you the sum of Rs.___in 

the rote of interest being per cent, per annum, the same being 

fixed through the broker__ The said amount has been 

received by a cheque or in cash from_and credited to your account. 

Dated the 12th darkday of Bhadrapad Samvat year 1986. 


Rs. 


(Signed) 


No. 6. 

Promissory Note. 

I promise to pay Sheth. ... _or order the sum of Rs._ 

with interest at per cent, per annum for value received in cash. 

Dated the 12th darkday of Bhadrapad Samvat year 1986. 

Rs._ (Signed) 
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No. 6. 

Khqta. 

Ct._Dr._____ 

200 0 0 Monday the 3rd of Kartak Sud 
{corresponding to 4-11-29) 
200-0-0 in words two hundred 
cash of British currency have 
been borrowed. In lieu thereof 
this Klmta is passed with 
interest at the rate of one 
rupee with stamp affixed. It 
is correct. The amount will 
be paid whenever you 

Sheth_ __ 

demand it. The interest on 
it is at He. I per cent., per 
month. Written by Tv. fc>. L. 

Stamp. 

Signature. 






INDEX 


(The figures refer to pages.) 


AGRICULTURE : 

Crops : 

Marketing of, see under MARKETING. 

Percentage of area occupied by various, to the total gross cropped area, 15. 

Department of, 62, 74, SL, S6, 112, 139, 245. 

Factors on which the .success of, depends ; 

Cultivation, 12. 

Holdings, 13-4, 274. 

Irrigation, 11. 

Rainfall, 10, 39. 

Soils, 9, 39. 

Finance for, see unie.r CREDIT FOR CURRENT AGRICULTURAL NEEDS. 

Produce ,- 16-7. 

Value of, 17. 

Royal Commission on, in India, 5, 57, 70, 79, SO, 87, 91, 92, 109, 15,7, 177, 178, 1S7, 

188. 

Agriculturists’ Loans Act, 1884, see under TAG AVI. 

Ahmbdaf.ao Talukdars Act, 25. 

BARKS: 

Co-operative, tee under CO-OPERATION. 

Exchange : 

Are not required to be registered|n India, 219. , 

Business of, chieily confined to financing the foreign trade. 32, 120, 121. 
Considerable increase in the deposits received by, in India, 32. 

Indian branches of, also do ordinary banking business, such as receiving deposits 
from the public, 32. 

Imperial Bank of India, see also under REMITTANCE. 

Agreement with Government, 141. 

Branches of, 31, 234-6. 

Capital, 20-30. 

Formation of, under the Act of 1920, 30, 221. 

Methods and extent of financing trade by, 31. 

Operations of, 31, 236. 

Relation of, with Indigenous Bankers, 200-3. 

Should adopt a progressive policy for the promotion of banking, 146. 

Indigenous, see under INDIGENOUS BANKERS. 

Joint Stock : 

Assist materially in financing the internal trade, 33. 

Assistance rendered by, for the finance of agriculture and small industries, is insigni¬ 
ficant, 33. 

Failure of, sinoe 1913, 219, 

MO Y o —21 
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BANKS contd. 

Joint Stock: — contd. 

List of, working in the Province, 282. 

Number of,registered under the Indian Companies Act, 32, 

Operations of, 33. 

Land Mortgage, see under that head. 

Private, Registered in the Province, 20, 33-4. 

Savings, Post Office, 221-3. 

Banking. 

Indigenons, see under that head. 

Legislation, need for, 219. 

Scope for organized, 116. 

Board of Economic Enquiry : 

Setting up of, as early as possible, as recommended by the Royal Commission on 
Agriculture, 5, 237. 

Bombay Cotton Contracts Act, 1322, 10S. 

Bombay Cotton Markets Act, 1927, 113. 

Bombay Riots Committee, 1929, 216. 

Census Report, 1921, 14, 20, 23, 34. 

Cheques, «ee under CREDIT, INSTRUMENTS OF. 

Committee on AGRicm/ruRAL Credit, 1922, 124. 

CO-OPERATION : 

Banks : 

Central : 35, 36, 170,172, 174,175. 

Co operation of, for borrowing or lending locally, is not necessary, 175. 
Co-ordination of, 174. 

Relations with the Provincial Bank, 172. 

Concessions to, necessary, reasons why, 175-7. 

Relations of. with the Imperial Bank, 177-8, <?te also under REMITTANCE 
-, with other banks, may be said to be friendly, 177. 


LTrbas : 

Operations of, should be limited to the financing of their individual members, 105, 
Department, 70, S5, 86, 87, 161, 162, 164. 

Education, 158. 

Finance : 

Centralisation of, advantages claimed for, 173. 

Proposal for, made in Sind, but not- favoured by the Committee, 173-4. 

Movement : 

Growth of, 156. 

History of, 155. 

Neud for extension of, 70, 137. 

Provincial Co-operative Bank : 

An apex bank for the province, 36, 89, 170, 173. 

Branches of, 172-3. 
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CO-OPERATION :—contcL 

Pk>j vrscl• o feeat iv e Bank :— cmi ’ l . 

Co-ordination between central banks ami, 174 
Debentures of, 88-9, 171. 

Financial position of, 17 L, 

History of, 170-1. 

Relations of, with, central bank-, 172. 

Provincial Co-operative Institute, 171. 

Rehistbae op Cu-otebatiye Societies, 86, SO, 12<5, 162. 

Societies : 

Agricultural, 35, 80, 117, 156-7, 162. 

Depressed Classes ’, 167. 

Factory-workers ’, 166-7. 

Grant of tagevi through, 65, 85-6. 

Landholders ', 160. 

need for separate, 160. 

Land Improvement, 168. 

Loans hy, should he advanced in instalments, 1RW. 

Normal credit statements, need for introduction of, 1G8-0. 

Organisation of new. 162. 

Prospects of, 168-9. 

Salary-earners ’, 166. 

Sale, 111-3. 

Supervision of, 161. 

Urban, 164. 

Weavers’ , 136. 

Cottage Industries, see under INDUSTRIiih. 

Cotton, see wider MARKETING. 

CREDIT : 

Conscmeb’s, 125. 

Instruments of : 

Bank drafts, 147, 148. 

Cheques: 

Acceptance of, in payment of land revenue, etc., 148, 232-4 , 246, 254. 
Amendment of the law relating to the negotiability of, 148-9, 246. 

Bearer, 148. 246. 

Introduction of, for savings bank accounts, 234, 254, 

Stamp duty on, removal of, has given an additional impetus to the use of, 147, 
232, 264. 

System of advancing loans by co operative societies by means of, 160. 

Vernacular scripts, need for use of, 220 , 232-3, 254. 

H UNDI3 : 

Bill of exchange and, points of resemblance and difference between, 149-50. 
Darshani, 122, 149, 151. 

Discount market for, creation of a, need for, 153. 

Measures for popularising dealings in, 152. 

Mudati, 140, 151-2. 

Rates of, 195. 

Specimen forms of, 282-3. 

Stamp duty on, abolition of, proposed, 152, 246. 

Usages governing, transactions., differ considerably, 150. 

--—, Standardisation of, need for, 150-1. 

Trade Bills, 120,122, 153-4. 
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Intermkbiate and Short-term: 
for Current Agricultural Needs : 

Agencies for 

Agriculturist money-lender, 63. 

Co-operative Societies, 04. 

Friends and relatives, 66. 

Government., 64-5, 71. (For d.eiads fee under TAGAVT). 

Joint stock banka, 06. 

Landlord, 64. 

Merchants, 65. 

Sowcar, 63, 70-1. 

Defects of the present system, 68-9. 

Problem of : 

in. Aboriginal tracts, 70-7. 

, Canal areas, 76-0. 

, Famine tracts, 73-4. 

Suggestions for the improvement of the present, system, 09-71. 

Terms : 

Period ot loan, 68. 

P.ates of interest, 66-8. 

Security, 68. 

Long-term : 

for : 

Debt Redemption, see under INDEBTEDNESS. 

Land Improvement, fee under that head. 

Darling, Mr., 38. 

Deccan Riots Commission. 1875, 38. 

DEKKHAN AGRICULTURISTS’ RELIEF ACT, 179-81, 163, 185, 186, 187, 189. 

Arthur Commission, 179, 181. 

Has failed in its objects, 181. 

History of, 179. 

Opinion about, 180. 

Should be repealed and a new enactment should be passed, 181-2. 

Working of, 180. 

Dow, Mr. H., T.O.S., .05. 

Department of Education, 09-70. 

Department of Industries, fee under INDUSTRIES. 

East India Cotton Association, 108. 

EXCHANGE BANKS, see under BANKS. 

FACTORIES, see under INDUSTRIES. 

Famine Commissions, Indian, 1880, 33, 179 ; 1901, 38, 179. 

Famine Insurance Fund, 74. 

Government Securities, 227-8. 

Hari, 69, 78, 94. 

Hilton Young Commission, 233. 

HIRE-PURCHASE : 

Institutions, olose co-operation and co-ordination between, needed, 127. 
System, mainly confined to big cities and towns, 126. 

HUNDIS : see. under CREDIT, INSTRUMENTS OF. 

IMPERIAL BANK- OP INDIA : see under BANKS. 

IMPERIAL BANK OF INDIA ACT, 269. 
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INDEBTEDNESS : 

Causes of : 

Ancestral debts, 47, 

Decrease in the number of better class of money-lenders, 48. 

Genera.!, 47. 

Improvidence, 48. 

extravagant expenditure on ceremonials. 48. 

Low income from agriculture and iow repaying capacity, 79. 

Purchase or lease of Sand at heavy prices, 48. 

Unproductive purposes of debt, 02-3. 

Debts : 

Object of, 49. 

Redemption of old, 54, 55, 07, 08. 

Schemes for, proposed since tho nineties of the last century, 88. 

-- > starting of an Agricultural Bank on the Egyptian model, 88. 

-, debentures issued by the Provincial Bank, 8S-9. 

, interest on, guaranteed by Government, 89. 

-—, Land Mortgage Banks, 89 (for details see under that head). 

Total, 42. 

Effects or : 

Transfer of laud from agriculturists to non-agriculturists, 00. 

Instances of, 62. 

Statement showing, 5], 

Loans : 

Sources of: 

Agriculturists, 54, 

Co-operative Society, 63-4. 

Friends end Relatives C3-4. 

Government. see. under TAG AVI. 

Landlords, 53 4. 

Money-lenders 03, 54, 67, 214-5. 

Terms: 

Rates of i nterest, 65. 

heaviest in Sind, 50. 

Security, 56-7. 

Personal, in case of small loans, 66. 

Volume of : 

Difficulties of framing a reliable estimate of, 38. 
in two villages of Khanpur and Sajod, 48-50. 

Indian Central Cotton Committee, 100, 101, 102, 109. 

Indian Companies Act, 219. 

Indian Industrial Commission, 138. 

Indian Merchants’ Chamber, Karachi, 160. 

INDIGENOUS BANKERS : 

Associations of, 195. 

Central Association of, suggestions for tbe constitution of, 206, 

Internal trade mostly tinanced by, 34, 200. 

Linking of, with the Central Banking Institution, scheme for, 204-5. 

Number of, 105. 

Operations of, 196-9. 

Registration of, 186-6, 205. 

Relations of, with the Imperial Bank and Joint Stock Banks, 200-3. 

INDIGENOUS BANKING : 

'History of, 192-4. 

Organisation of, 194-5. 
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INDUSTRIES : 

Cottage ; 134-6. 

Cotton hand-spinning and hand weaving, 114-1. 

Dairying, 136. 

Other part-time occupations, list- of. 136. 

Department of, 130, 131, 132, 136, 136, 130, 246. 

Finance fob : 

Existing credit agencies for, 130-7. 

Industrial Bank, need for an, 138. 

State-aid to Industries Act, proposed, 139-140. 

Labge-Soale. 

Factories : 

Bombav City, moat important industrial city in the Province, having largest 
number of, 17, 12S. 

Government, 128. 

Private, number and distribution of, 128. 

Small-Scale : 

Brass and Copper Vessel Industry, 132-4. 

Organisation of, 133. 

Gold and Silver Thread Industry. 13J-2. 

Organisation of, 131-2. 

Handloom Weaving, 129-31. 

Organisation of, 129-30. 

Drawbacks of the existing, 130. 

Suggestions for the improvement of, 130-1. 

District Industrial Association, establishment of, on a co operative basis, 
proposed, 131. 

Indostbiai Bank : 

Establishment of, need for, 138, 214. 

Tnddstkial Loans Act, 139. 

INSOLVENCY ACT: 

Administration of, complaints about, J87. 

Presidency-Towns, 1909, 186-7, 

Provincial, 1920, 1S6. 

Rural, enactment of a simple, as proposed bv the Ruyal Commission on Agriuilti.ie, 
187-8, 2SO, 

INSURANCE: 

Cattle, 22 0. 

Crops, 229. 

Companies, 229-30. 

Life, 228. 

INVESTMENT TRUSTS : 

Formation of, not a practical proposition in India, 227-29. 

In other countries, 227. 

Jain, Dr., 193. 

JOINT STOCK BANES : 6’ee under BANKS. 

Keynes, Mr. J. M., 30. 

Kbata., 197-8. 

Specimen form of, 284. 

Khoti Settlement Act, 1680, 26. 
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LAND IMPROVEMENT: 

Cultivation, intensive, 79. 

Schemes of: 

Fencing, 81. y ' s 

Societies, 168. ■ 

Irrigation : 

Canal, 80. EV 

Phsd system of, 80, 

Well, 81. 

Labour-saving agricultural machinery, need fpr introduction of, 81. 

SonaoEs of Finance fob-; 

Co-operative Societies, 85, 86, 168. 

Government: See under TAGAVI. 

Joint stock batiks play scarcely any part, 82, 89, 

Landlord, generally in Sind, 82. 

Sowear, 82. 

Charges a higher rate of interest than that ill ease of loans for current agri¬ 
cultural needs, 82. 

LAND IMPROVEMENT LOANS ACT : i'vv. under TAGAVI. 

LAND MORTGAGE BANKS: 

Advantages of, 89-90. 

Dejjebtukes : 

Central Organisation for issuing, need for, 02-8, 241. 

Initiation for starting, should he taken by Government, 96. 

Issued by the Provincial Bank, 88-9. 

Principal and interest should be guaranteed b,v Government, 93-94, 241. 

Should rank as trustee securities under the Indian Trusts Act, 94, 241. 

Foreclosure, power of, is not reeumiaended, 119-20, 241. 

Joint Stock as distinguished from Co-operative, 97-8. 

Separate Organisation for Sind, 94-5, 241. 

Land Revenue Code, 27. 

LAND TENURE : 

BiiAGDARr: 25-6, 191. 

Chiefly prevalent.in the district, of Naira, 25, 191. 

Distinguished from Ryotwari tenure, 25-6. 

Inam : 24-5. 

Classification of," 24-5. 

Khoti ; 26, 101. 

Prevails in Salsette, Kolaha and Ratnagiri, 26. 

Narvadari : 25-6, 191. 

Confined to Broach, 25, 191. 

Bhagdari and, difference between, 26. 

Ryotwap.i : 

Definition of, 24. 

Land in this Province, outside Sind, is mostly held on, 24. 

Main feature of, is the permanent right ol the occupant to hold bis land, 24. 

TaHtKdaki : 25, 190-1. 

Principally found in the Ahmedr.bad district, £5. 

Tenancy : 27. 

An agricultural tenancy, in the absence of any other tenanev, is presumed to be 
annual, 27, 
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LAND TENUBE contd. 

Tenures in Sind ; 20-7. 

Ordinary tenure is the full survey tenure, 20. 

Peculiarities of, 26-7. 

WataN : 25, 191. 

LAND VALUES: 27-8. 

Considerable rise in, during the last thirty years, 27, 

Causes of, 28. 

Statement of, 276-281. 

Mac lagan Committee, 155. 

Maclagan, Sir E., 33. 

Mann, Dr. H. H-, 40, 210-1. 

MARKETING : 

Oboes : 

Export: 

Cotton : 

Agriculturists prefer to sell, in the village, reasons why, 102-3, 107. 
Investigations conducted bvt.he Indian Central Cotton Committee into the 
marketing and finance of, 100, 101, 102, 109. 

Methods of sale, 101. 

Middlemen, diagram showing the number of, through whom cotton passes from 
the grower to the mill buyer or exporter. 10.1. 

Sale societies, H1 -3. 

Value of, 16-7. 

Tobacco : 

Methods of sale of, described, 103-4. 

Nadiad and Nipani are the two principal centres for the sale of, 103. 

Value of, 16-7. 

Wheat : 15,16-7,103. 

Area under, 15. 

Value of, 10-7. 

Pood : 

Jowar, lo, 104. 

Area under, 15. 

Paddy, 15,104-5. 

Value of, 16-7. 

Perishable : 

Mango, 105. 

Methods of sale, 105. 

Sugarcane, 106-7. 

Ahmednagar and Poona are the most important districts for, 106. 

Methods of marketing, 106. 

Value of, 16-7. 

DIFFICULTIES of : 

Additional charges the producer has to pay in some markets, 109. 

Adulteration and other malpractices followed by middlemen, 107. 

Insufficient storage facilities, 108. 

Lack of means of communication and difficulties of transport, 107. 

Paucity of fruit-preserving concerns, 100. 

Use of false weights and measures in backward areas, 109. 

Variety in weights and measures that prevails not only in different districts but 
even in one and the same district, 1C 9. 



MARKETING :-contd. 

Finance fob : 114-0. 
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Middlemen : 

Finance for, 115. 

Number of, 101,110. 

Part played by, in marketing, 110-1,116. 

Practices followed by, 107-8,110, 111. 

Pools : 111-2. 

Do not appear to be practical propositions. 111. 

Sale societies and, 111-2. 

Warehouses : See under that head. 

Weights and Measures : 

Standardisation of, 109. 

Need for early provincial legislation with caution for, 109, 

Use of false, 109. 

Variety in, 109. 

Markets : 

Organisation of, 113. 

Markets and Faibs Act, 1860, 99. 

Mehta, Sir Lalubhai Samaldas, 88. 

Middlemen : See under MARKETING. 

MONEY-LENDERS : 

Business methods of, 63, 208-9, 214-6. 

Classification of, 207. 

Difficulties of, 214. 

Generally do their business with their own capital, 35. 

Have hereditary connections with agriculturists, 35. 

Licensing of, 184-5. 

Loans advanced by, both in cash and in kind, statement showing, 212-3. 

Most prominent agency for financing the agricultural industry in rural areas, 34. 

Rate of interest on advances made by, 63, 209-13. 

Regulation of accounts of, 185-6. 

Pathan : 216-8. 

Generally advance to people who have practically no credit, 217. 

Methods of recovery by, being oppressive, are objectionable, 217. 

Rate of interest charged by, is exorbitant, 217. 

Remedies suggested to check wrongful methods of recovery resorted to by, 217-8. 
Money-lenders’Act, 184-5. 

English, 184-5. 

Mukerji, Mr. R., 193. 

Mukhtyar, Mr. G. C., 40. 

Mortgages, 189. 

Equitable, operations of, restricted to Bombay and Karachi, should be extended to 
other important commercial centres, in this Province, 189. 

Naik, Mr. V. H., 84. 

Negotiable Instruments Act, 154. 

Bill to amend, 148-9. 

Patwardhan, Mr. R. W., 40. 

Pawn-shops, 126. ' 

Suggestion for, run by Government or Co-operative Societies or Pawn-broking Com- 
p nies, not approved, 126. 

Post Office Cash Certificates, 223-4. 

Rato of interest on, comparatively high, 223-4. 

Rates for a certificate of Rs. 10, 223. 

Sale of, figures showing, 223. 
mo Y 5—22 
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Post Office Savings Banks, 221-3. 

Deposits in, 222. 

One of the oldest and most important agencies created for encouragement of thrift 
and attraction of savings, 221. 

Postmaster-General, 222. 

Posts and Telegraphs Department, 221, 222. 

Promissory Note, 198. 

Specimen Form of, 284. 

PROVINCE OF BOMBAY—GENERAL FEATURES OF : 

Agriculture : See under that head. 

Banks : See under thal head. 

Economic Condition of : 

Board of Economic Enquiry, proposed, 5. 

Economic data collected but not collated, 5, 237. 

General, 22-4, 47, 134. 

Improvement in, of the agriculturist and in his credit is bound up largely with the 
development of and the progress of the (Jo-operative Movement, 70. 

Paucity of materials regarding rural, 4. 

Industries : See under that head. 

Literacy, 8. 

Occupations, 7, 21. 

Agriculture, the most important, 128. 

Part-time, need for, 128, 134. 

Physical features and climate, 7-8. 

Population, 0. 

Tracts : 

Division of the Province into ten, 39-40. 

Aboriginal, 76-7. 

Canal, 75-6. 

Famine, 73-4. 

Transport: 

Ports, 20. 

Railways, 22. 

Roads, 21-22. 


Trabr : See under that head. 

Provident Funds, 228. 

Public Debt Office, 31, 225. 

Opening of, at Karachi and Ahmcdabad, recommended, 225. 

Ranade, Mr. Justice, 88. 

Ranado, Mr. V. G., 40, 210, 211. 

Record of Rights, 188, 250. 

Is a record of possession and pot a record of title, in this Province, 188. 
Regulation of Accounts Act, 185-6. 

Punjab, 1930, 180. 

REMITTANCE-INTERNAL: 

Agencies for : 

Imperial Bank or Government Treasuries, 141-2. 

Demand drafts, 142-3. 

Rates for transfers, 142. 

concessional, for joint stook banks, 142. 

Supply bills, issue of, 141-2. 

not a very prompt method of remittance, 141. 

Telegraphic transfers, 142-3. 
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REMITTANCE — INTERNAL: —contd. 

Agencies nob :— conld. 

Post Office: 

Insured letters, 142. 

rates of, 142. 

Money orders, 142. 

rates of, rather high and not popular, 144. 

Rail, transportation of currency by, 144. 
cheapest means of transfer and a favourite method with indigenous bankers, 144, 

Facilities fob : 

Extension of, need for, 144-7, 246. 
to : 

Co-operative Banks, 141,143-4. 

Complaints of, about difficulties put in their way by branches of the 
Imperial Bank, 145. 

Concessions to, 142. 

Curtailment of facilities to, 144. 

Need for restoring concessions withdrawn, 144-6. 

Public, 146-7. 

Existing facilities of supply bills should be extended, 146-6. 

Imperial Bank should adopt a progressive policy, 146. 

Post Office should reduce rates for money orders and insured letters, 147. 
Resource Manual, 141. 

Royal Commission on Agriculture : See under AGRICULTURE. 

Royal Commission on Indian Currency and Finance, 1913, 30 ; 1926,141. 

Shroffs: See under INDIGENOUS BANKERS. 

Sind Central Bank, 170. 

Sind Encumbered Estates Act, 189-90. 

Sowear : See under MONEY-LENDERS. 

State-Aid to Industries Act, 139-40, 245. 

Survey Settlement Act, 1863, 24. 

TAGAVI: 

Agriculturists’ Loans Act, 1884, 64-5, 83. 

Defects of the system, 84, 86. 

Land Improvement Loans Act, 1883, 64, 82-6. 

Figures of advances under, made from 1901 to 1920, 83. 

Grant of loans through the Provincial Co-operative Bank, 85-6. 

Period of repayment, 83. 

Purposes for which advances are made under, 83. 

Rate of interest, 83,88. 

Scheme of, in Bijapur, 84-6. 

Measures for popularising, 71, 86-7. 

Policy of Government regarding the grant of, 64-6, 71. 

Tata Industrial Bank, 138. 

Tenants-at-will, 78, 94. 

Thaekerscy, Sir Vithaldas D., 88. 

TRADE : 

External : 116 > 

Financed chiefly by Exchange Banks, 31,116,120, 

Internal : 20-21, 114-6. 

Finance for: 114-5. 

Chiefly financed by Indigenous Bankers, 116. 

Need for better financial accommodation, 123. 

Organisation of: 114-5. 

Existing facilities inadequate, 114-5. 

Need for better warehousing facilities, 123. 
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TRADE :—contd. 

Seabobse : 19-20. 

Considerable share of the Province in India’s, 19. 

Trade Bilk, 120-2,153-4. 

Transport; See under the PROVINCE OF BOMBAY— GENERAL FEATURES OF. 
Treasury Bilk, 224-6, 253. 

USURIOUS LOANS ACT, 183-4. 

Provisions of, 183. 

Though very useful, cannot entirely replace the Dekkhan Agriculturists’ Relief Act, 
184. 

Wacha, Sir Dinsha E., 88. 

WAREHOUSES : 

Advantage of, lies in the acceptability of Railway receipts as a good collateral 
security, 114. 

Licensed, the establishment of, Would benefit agriculture, trade and industry, 114. 
Need for, 23. 

Railways may be encouraged to construct, 114. 

Wedderbum, Sir William, 88. 

WEIGHTS AND MEASURES: See under MARKETING. 

Wingate, Captain G., 39. 

Zemindar, Sind, 69, 78, 94, 95. 
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GLOSSARY OF INDIAN TERMS 


Adatya 

Atki 

Bania 

Bazar 

Bhagdar 

Bhil 

Bund 

Dalai 

Dam dupat 

Darshani 
Desli i 

Dekhadnarjog 

Devastkan 

Dharekar 

Goni 

Gur 

Hari 

Hundi 


Inam 

Jat inam 
Jahagirs 
Jarda 
Jowar 

Jokhami hundi 

Kallas 

Kapas 

Karkhandar 

Khata 

Khatedar 

Khot 

Mallad 

Marwari 

Mavehi 

Mirasdar 

Mohag 

Mofussil 

Munsiff 

Mudati 

Narvadari 

mo y 5—23 


A commission agent or broker. 

A measure of weight of 200 lbs. 

A trader. 

A market. 

A holder of land under a certain tenure prevalent in 
the districts of Kaira and Broach. 

An aboriginal tribe. 

A dam. 

A broker. 

Ancient rule by which interest could in no case exceed 
the principal. 

Payable on demand. 

Pertaining to the country; Indian. 

Payable to bearer. 

Pertaining to a temple. 

A permanent tenant in a khoti village rent payable 
by whom is limited to the survey assessment. 

A measure of weight of 290 lbs. 

Jaggery ; unrefined Indian sugar. 

A tenant-at-will of a zemindar in Sind. 

A Written order made by one person on another for 
payment on demand or after a specified time of a 
specified sum of money to a person named therein. 
A gift or grant; land held free of or at reduced 
assessment. 

Personal inam land. 

Grant of land from Government. 

Tobacco leaf dried and powdered. 

A millet (Andropogon Sorghum). 

Hundi with insurance policy combined. 

Cotton bolls. 

Seed cotton. 

Owner of a Karkhana or factory; entrepreneur. 

An account. 

Occupant. 

A holder of land or village in the Konkan under a 
special tenure. 

The hilly tract in the Karnatak. 

A person from MarWar; a money-lender. 

A member of an aboriginal tribe from Khandesh. 

A privileged landlord. 

Land frontage : land,on the outskirts of a zemindar’s 
belonging in Sind. 

Upcountry. 

A sub-judge. 

Payable after a certain time. 

A land tenure found in Kaira and Broach. 




se$ 

Pall* 

Panchayfit 
Byot 
Ryot-war i 


Saranjam 

Saldars 

Shahjog 

Shah . !. 

Shetfi 

Shroff 

Sowoar 

Tal 

Tag&yi 

Taluka 

Talukdar 

VandJia 

Wad 

Warkas 

Watan 

Watandar 

Zemindar 


GLOSSARY OF I2rj>IAK TRBMS 

.. A measure"of V£ightrpfi240 lbs. 

.. A committee eoriRisting usually ot five persons, 

... A cultivator. 

. • A land tenure in which land is hold permanently by 
the holder from Government on condition of pay- 
inent of land assessment as filed by Government. 

.. A kind of inam. 

.. An agricultural labourer engaged for the year. 

Payable to a Shah, a respectable person. 

.. A respectable person. 

.. A great banker or merchant, 

.. An indigenous banker. 

.. A money-lender. 

.. A field. 

.. An advance made by Government to cultivators for 
agricultural purposes. 

.. A local revenue division of a district. 

.. Holder of land on the laluhrfari tenure. 

.. A dispute. 

. . A field embankment. 

. . Hilly or stony. 

. . A service inam. 

. ■ A holder of uatan land 
.. A landholder ; in Sind a big landholder. 






Sind (not included in thin map> 
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